ASSETS 


Cash, Balances with Banks 
Govt. semi-Govt. Se- 


Invest- curities Treasury 
ments 
Others Securities 4,062,408,699 


Contango, Advances Securi- 


Bills receivable 86,304,037,205 
Sundry Accounts 
Premises, Furnitures Fixtures 


Customers’ Liability for Gua- 


Securities Third 
Parties 


Special 


Staff Assistance Retirement 
Fund Securities deposited 
the Bank Guarantee 


90,224,371,603 
11,652,562 
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Capital 


LIABILITIES 


Deposits Current Accounts 
(Including Balance Profit 


Loss) 360,654,472,830 
Cheques Circulation (assegni 

circolart) 
Bills for collection 
Guarantees Acceptances for 

A/C Customers 


Sundry Accounts 22,161,201,847 
Staff individual 

counts 
Unearned 


unearned Income 


Depositors Securities 90,224,371,603 
Accounts 

Accounts 11,652,562 


Bank’s Securities 
Staff Assistance Retirement 
Fund 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT MEDIUM AND MINOR INDUSTRIES 
Capital, Reserves and Government Guarantee Fund, 2,525,675,500 


SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves, 471,254,284 
SECTION FOR CO-OPERATIVE CREDIT 
Capital and Reserves 2,532,966,932 Government Guarantee 2,000,000,000 
SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves, 574,007,148 
SECTION FOR CINEMA CREDIT 
Aggregate Capital and Reserves, 588,859,317 
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SUMMARY 


The revolutionary changes that have occurred the sources from which English 
manufacturing industry obtains its capital are examined Chambers his article 
Changes the Supply Capital for Industry Britain the basis the official 
paper National Income and Expenditure, 1946-1951» and other recent publications. 
statistically documented analysis, the Author points out the basic factors that 
have deeply affected industrial financing: the drying-up the main traditional source 
for capital formation, retained profits, consequence extremely high taxation 
accompanied system price controls which has been dictated more 
factors than economic needs the consequent necessity for industry have recourse 
external sources; the shrinkage direct individual savings; the importance acquired 
insurance companies and pension funds which tend follow rather conservative 
investment policy. Finally, the Author briefly discusses the problems arising from these 
shifts and their far-reaching implications. his opinion they are socially and politically 
undesirable they hamper progressive outlook for market economy 
enterprise. 
* 


his Budget speech for the fiscal year 1952-53 (23rd April 1952) the Minister the 
Treasury, Signor Giuseppe Pella, made appeal the House Deputies for financial 
austerity The policy ask you follow, Honorable Members the House 
stated aims more than ever strict limitation future expenditure, without which 
you will responsible the country for dismantling edifice [that monetary 
stability], that has been laboriously erected Since then the Hon. Pella has constantly 
insisted the need this line action which reflects the anxiety caused the recent 
unfavourable developments the Italian Budget. 

The study that Prof. Francesco Coppola D’Anna makes the evolution Italian 
public finances from the pre-war period until today his article The Italian Budget: 
1938-1952», leads him express the same anxiety. the basis the official data 
recently published the Italian Government, the Author gives reasoned and detailed 
historical picture the situation, accompanied series critical remarks some 
the more debatable aspects Italian public finance. insists more especially the 
reversal the trend and the widening the deficit which has occurred since 1950-51, 
following the situation that has arisen since the Korean war and the adoption re- 
armament policies; growing fiscal pressure and the dangers connected therewith; 
the variations the structure receipts and expenditures; the discrepancies between 
assessed revenue and expenditure competenza) and cash incomings and out- 
goings cassa); the presence huge amount net debt arrears, which 
give rise precarious Treasury situation. 


his article Monetary Policy for United States Prof. Lester 
Chandler sums and discusses the main points the controversies over monetary 
policy which flared anew the United States with the resurgence inflationary 


pressures Against this background, the Author appraises the importance 
the principal measures that have been gradually taken and reasserts though with 
some important qualifications his opinion favour the renewed emphasis now 
placed upon general monetary policy anti-inflationary weapon rearmament 


period. 


** * 


The article Banking Nigeria: Study Colonial Financial Evolution» 
David Rowan, attempts show how existing currency and banking systems Nigeria 
have evolved since the last decade the nineteenth century, point out that their nature 
results the territory lacking monetary autonomy, suggest that such development 
has taken place has done response the needs expatriate (mainly British) enter- 
prise, using expatriate (mainly British) capital, and hint that, from the point view 
domestic capital formation through African enterprise, the system the West African 
Currency Board buttressed the two British banks, might not Hence the 
fundamental need was modify the banking system such way allow native 
enterprise play its proper part the development the This adaptation 
has, subject certain qualifications, been brought about through African initiative, which 
has led the foundation African banks with their special features and operational 
systems. consequence, however, the banking system whole exhibits now 
paradoxal dichotomy, that leads not maldistribution finance but also 
dangerous distribution risks. The article ends with discussion the present day 
problems: the importance maximizing the flow domestic savings into domestic 
investment; the need ensuring stability the cxisting African banks, encouraging 
their development, and promoting the integration the banking system whole. 
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Changes the Supply Capital for Industry Britain 


CHAMBERS 


When changes country’s economy are 
back first principles and examine the 
changes the light these principles. The 
changes which are taking place Britain 
the present time the sources from which 
manufacturing industry gets its capital are 
this kind and are likely have deep in- 
fluence upon the social and political structure 
the country. 

Current capital formation, know, 
made possible only production exceeding 
consumption and, the absence inflow 
capital from overseas, this excess arises 
two main forms: 


Government expenditure where this excess 
invested income-producing capital. 

country where policy full employ- 
ment has led severe competition for capital 
resources and the rationing capital the 
demands for capital for purposes other than 
productive industry and the allocations made 
for these other purposes are 
gnificance. fortunate, therefore, that 
analysis capital invested given the of- 
ficial publication National Income and Ex- 
penditure 1946-1951» (1). Table this 
document gives the following figures for 


1951: 


THE FINANCING GROSS DOMESTIC CAPITAL FORMATION 1951 TABLE 
millions) 


Persons Public Central Local 


(inc. non- Companies| Corpora- Govern- Authori- 
corporate 


businesses) 


Saving and provision for stock appreciation 

Additions tax reserves 

Additions dividend reserves 

Provision for depreciation 

Capital transfers 

Net borrowing, less net overseas capital formation 


omauw 


Gross domestic capital formation and stock appre- 

which: 

Increase value stocks and work progress 


(*) Owned, otherwise controlled, the Government. 


(a) saving out income private in- 
dividuals, and 


(b) non-distribution profits corpo- 


Reference will made later third 
form the excess taxation over current 


tions (*) ment ties 


524 
oO 


Table analyses the figure fixed capital 
formation given Table follows: 
millions 


Public road passengers vehicles 


(1) Issued the Central Statistical Office and published 
Stationery Office, August 1952. 


123 502 131 870 
385 1,760 448 317 
195 700 370 158 439 1,862 
190 1,060 159 1,487 
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Railway rolling stock 
Ships 
Plant and machinery and equip- 
Other new buildings and works, 
and improvements existing build- 
ings (including housing) 

10. Legal fees, stamp duties, etc. 


Total 


Table analyses the figure 1,487 
millions given Table for capital invest- 
ment stocks and work progress: 

Increase value stocks and work progress: 


millions 


Central Government: 
(c) Less: Disposal surplus 
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stores 

1,487 


Total increase value 

Less: Stock appreciation 

Value physical increase 


The figure 502 millions Provision 
for Depreciation the column for Com- 
panies Table needs careful interpretation. 
made clear the body the Report that 
this amount less than 217 millions 
represents special initial allowances given 
for tax purposes for new plant, machinery and 
buildings erected during the year. These ini- 
allowances, which were given respect 
all the tax years from 6th April, 1944 5th 
April, 1952 amounted for plant and machinery 
certain years (including 1951) much 
the capital cost. The allowances were 
given encourage capital investment in- 
dustry and then were withdrawn when was 
realised that this assistance could have inflation- 
ary consequences. the normal depreciation 
allowances after the first year which the 
assets are operation are given the capital 
cost less the initial allowances, the normal 
allowances for subsequent years are lower than 


they would have been had initial allowances 
been granted. The whole systein giving 
these allowances has therefore distorted the 
figures for depreciation and made them most 
difficult interpret. 

Another point which made very clearly 
the Report that the normal depreciation 
provision (i.e. excluding initial allowances) 
calculated the original cost buildings, 
plant and machinery and not upon the cost 
replacement current prices. construction 
costs have risen since much the capital equip- 
ment was installed, the allowances 
than what necessary provide adequate 
funds for the replacement existing build- 
ings, plant and machinery. The cost con- 
struction today about three times what 
was before the war and, fair average, 
reasonable assume that the depreciation 
provisions which are being made the ac- 
counts Companies and the allowances which 
are being given for tax purposes (not neces- 
sarily the same those Companies’ ac- 
counts) are about one-half what would 
necessary provide adequate funds for re- 
placement current construction costs. 

The normal depreciation provision for 1951, 
after excluding the initial allowances but 
making the provision the basis current 
replacement costs instead the original cost, 
would be, for Companies 1951, the order 
600 millions (2). This better figure 
than the 502 millions Table re- 
present what annual current expenditure 
capital replacement would required 
maintain intact the fixed capital assets com- 

The figure for capital formation stocks 
and work progress similary distorted 
inflationary factors. Tables and show 
that, from the whole increase the value 
stocks and work progress 1,487 mil- 
lions, less than 1,100 millions must 
deducted representing more than the 
increased money value stocks due rising 
prices. This leaves the value the physical 


(2) This made 502 millions shown the table, 
less 217 millions, the figure for initial allowances, included 
therein, the resulting figure 285 millions being multiplied 
two give the equivalent figure calculated upon current 
replacement costs. 


128 
2 58 
794 
335 
397 


increase stocks only 387 millions. 
far the greater part the stocks relates 
stocks and work progress belonging Com- 
panies 1,060 millions out 1,487 mil- 
lions), reasonable appropriate the greater 
part the stock appreciation figure 1,100 
millions the stocks Companies. 
proportional basis this brings down the gross 
figure 1,060 millions (as the capital for- 
mation Companies stocks) about 260 
millions (as the value the increase physical 
stocks held Companies). 

From these figures and from those Table 
18, which gives the appropriation profits 
Companies, can get better appreciation 
the gross and net capital formation Com- 
panies. The figures for 1951 Table are 
follows: 
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Receipts 


Trading profits Companics operating 
Income earned abroad 

Trading profits British Companies ope- 


The figure millions for balance 
payments adjustment relates certain foreign 
companies and can neglected for the present 
purpose. The figure for additions tax reser- 
ves, 456 millions, represents reserves neces- 
sary pay, some future date, tax respect 
current profits where, for one reason 
including the granting initial 
the tax actually paid the year 


| 
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less than the full tax appropriate the 
profits the year. true that the extent 
that current tax payments are less than the full 
tax liability for the year, cash released for 
capital expenditure but this not true saving 
since the extra tax will have paid the 
near future. This leaves the amount 652 
millions the undistributed profits British 
Companies available for capital investment, 
both fixed and current assets. From this 
figure there must deducted both (a) the 
difference between depreciation provided 
the original cost and depreciation calculated 
replacement cost, about 300 millions, and 
(b) the increased money value stocks due 
rising prices and included profits, about 
800 millions, making total deduction 
1,100 millions from nominal figure 


APPROPRIATION ACCOUNT COMPANIES 1951 


Dividends and Interest 
ii) Dividends Preference 102 
iii) Dividends Ordinary shares. 447 
iv) Co-operative Society dividends and in- 
Interest building society shares and 
Total provision for dividends 854 
Saving and provision for stock appreciation 
2,705 


undistributed profits 652 millions 
deficit about 450 millions. 

From Tables and have (a) the 
gross domestic capital formation Companies 
fixed assets, 700 millions, and (b) the 
value the physical increase stocks, 260 
millions making total investment fixed 
assets and stocks 960 millions. Gross 
capital formation amounted about 960 


130 Banking Nigeria: Study Colonial Financial Evolution 


millions, and net capital formation some 600 
millions less, 360 millions. Thus, al- 
though there may have been net increase 
fixed assets about 100 millions after 
deducting renewals and replacements fixed 
assets 700 millions less 600 millions the 
true depreciation provision) and increase 
about 260 millions physical stocks, has 
been necessary for Companies run down 
existing cash resources and raise loans and 
capital from outside sources pay for both 
this increase 360 millions) and for about 
450 millions the expenditure needed 
renew existing fixed assets. clear, there- 
fore, from these figures that industrial Com- 
panies Britain have had true savings for 
investment but have had raise capital and 
get loans even order maintain physical 
capital intact. 

The net increase physical capital, 360 
millions, even financed this unsatisfactory 
manner, appears very small proportion 
gross national product about 12,000 
millions for the year. 

attempt get better appreciation 
the facts the Federation British Industries 
the capital position number companies 
1938, 1945 and 1949. The results this 
survey, though not conclusive for British in- 
dustry whole, afforded striking evidence 
the inadequacy the depreciation allow- 
ances and the inadequacy also the supply 
capital British manufacturing industry 
the present time. This survey (3), which co- 
vered eighty companies with over 600,000 em- 
ployees and over 1,000 millions capital, 
showed that, for the companies concerned, 
fixed assets real terms, i.e. after eliminating 
inflationary influences money values, re- 
mained 1949 about the same level 
1938. The value the physical increase 
current assets was about Retained pro- 
fits, after making adjustment for the inad- 
equacy depreciation allowances, were less 
than the amount needed finance the in- 
creased prices stocks. Thus, all 


(3) The Effects Inflation Industrial Capital Resour- 
case study the Federation British Industries, 
November, 1951. 


representative the sample survey affords fur- 
ther evidence that British Industry had raise 
fresh capital and borrow from the Banks, 
not for the purpose expanding its scale 
operations, but maintain its real 
capital. 

The conclusion reached the Survey 
that the amount undistributed profits put 


reserve, far from enabling industry 


extend, has been inadequate maintain real 
capital. Yet the proportion profits distri- 
buted, and the value dividends current 
purchasing power, were lower 1949 than 
1938. Profits (and prices) were thus too low 
bear the heavy tax burden industry and 
also maintain both productive capacity and 
dividends. 

The results the Survey the Federation 
British Industries are supported other 
evidence, including the figures produced 
British bankers their evidence the Royal 
Commission the Taxation Income and 
Profits (4). The figures produced the banks 
show that, notwithstanding the inadequacy 
investment fixed assets and stocks the current 
cash resources industry have been declining 
sharply. 

The Survey the Federation British 
Industries also gives valuable information about 
the current depreciation charges made the 
books the eighty companies examined. The 
depreciation made these companies 1949 
amounted 19.4 millions but the full 
amount depreciation needed, reference 
the cost replacement plant 1949 
prices, would have been 40.1 
These figures are consistent with the figures 
the official National Income Expenditure 
1946-1951 and afford further evidence that 
current depreciation provisions are about one- 
half what necessary replacement cost 
basis. 

Some further evidence the falling off 
undistributed profits industrial companies 
given the Report the Commissioners 
Inland Revenue for the year ended 
March, 1951 (Cmd. 8436). This Report gives 
for the first time some interesting analyses 


(4) This Royal Commission still sitting and 
evidence (1952). 


the accounts presented for income tax pur- 
ses. One set tables (Nos. 67) gives, 
tabular form for each industrial group, the 
costs and appropriations income for com- 
panies. The figures are given for the years 
assessment 1937-38, 1938-39, 1939-40 and 
1949-50, the corresponding accounting years 
being generally one year earlier. These tables 
show that, proportion turnover, distri- 
butions profits were much smaller 1949- 
than pre-war years. The balance pro- 
fits undistributed showed increases some 
cases and decreases others but 
figures include the price increase 
stocks unchanged physical levels, the true 
figures undistributed income the net 
increase physical assets) must many cases, 
and perhaps most cases, have been minus 
quantity the year 1949-50. The figures for 
«Chemicals and Allied Trades afford fair 
illustration this point: 


Year Assessment 1937 1938 1939 1949 
1938 1939 1940 1950 
(Percentages) 
Increase Stocks 1.2 2.4 1.4 
Trading Profit 12.6| 10.9 
Depreciation allowances. 2.4 2.4 2.3 1.8 
Net trading profit 10.2 9-7 9-4 
Other income. 10.6 9.9 2.5 


Distributions (gross): 


Loan interest 0.5 0.4 0.3 0.1 
Profits tax 0.3 0.5 1.3 
Income tax 1.2 1.3 1.7 2.2 


are thus faced with what serious 
position. the nineteenth century very 
large part, probably the greater part, the 
capital needed for the development and ex- 
pansion British industry came from undis- 
tributed profits. Today this source has disap- 
quantity. There little doubt that during the 
century the investment surplus 
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profits British industrial and trading com- 
panies all parts the world, particularly 
North and South America and India, had 
not only powerful influence the develop- 
ment these countries, but had also stabiliz- 
ing influence foreign exchange rates. 
large extent the amount capital invested 
overseas represented the amount which indus- 
trial and trading companies could spare from 
surplus profits for this purpose. There was 
question those days, there today, 
working very exact balance payments, 
planning capital investment for which 
the sources have found special devices, 
such President Truman’s Point 
gramme and the operations the Interna- 
tional Bank. 

The cause this collapse the main 
source supply capital for British Industry 
high taxation, accompanied system 
price controls which has been dictated more 
political factors than economic needs. 

Industry’s tax burden Britain present 
exceedingly heavy. Income-tax charged 
per cent; undistributed profits tax 
takes another per cent; distributed profits 
tax takes further per cent; and now there 
excess profits levy, which will take per 
cent the profits above certain standard. 
Income-tax deducted from dividends, but 
profits tax and excess profits levy cannot 
deducted from dividends and have, therefore, 
paid out undistributed profits that 
would otherwise available for development 
and expansion. 

The tax burden Britain and this ap- 
plies also, some extent, other countries, 
including the United States is, fact, even 
heavier than the actual rates tax indicate. 
This because the rules for computing profits 
for tax purposes are arbitrary, and, during 
period rising prices, profits for tax purposes 
are considerably overstated. The two most 
important causes this over-statement are: 
(a) the allowance for depreciation plant and 
machinery based upon the original cost, 
instead replacement cost; and (b) stocks 
raw materials, semi-finished and finished goods 
are brought the end accounting 
period, during which prices have risen, 
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values much excess the values the 
beginning the period that profits include 
substantial element mere price increases 
for existing stocks. 

other countries, including the United 
States, the same problem arises, but not 
acute because the effective rates taxation are 
lower, and tax rules are more liberal. 

industry unable provide, from its 
internal resources, the savings needed for the 
building real capital, must turn its 
attention external savings i.e. the in- 
vesting public the banks. 

Britain the banks are not regarded 
proper source permanent capital. Borrow- 
ing from banks regarded quite proper 
order finance stocks raw materials and 
products awaiting sale, and cover temporary 
fluctuations between receipts and payments; 
but such borrowing regarded improper 
source funds for the erection build- 
ings, plant and machinery, because can be- 
come the starting point serious inflationary 
movement and lead acute crisis when the 
banks want their money back. 

For more permanent capital, industry has 
issue either share capital long-term loans. 
Who are the people who subscribe this share 
capital and these loans? these people 
who must saving the sense that they are 
consuming less than they are producing; or, 
put another way, are spending less than 
their incomes. 

Before the war the main savings for invest- 
ment industry came from individuals with 
large medium incomes. Wage-earners fall 
into the category small-income-earners, and 
although their numbers are large and the ag- 
gregate their incomes large, their savings 
have always been small proportion their 
total income. This, course, natural. More- 
over, insofar there are any savings this 
income group, they have tended into 
fixed interest bearing Government loans 
National Savings, and not 
issues. 

The medium and large income groups are 
now heavily taxed that, direct source 
savings for industry, they, too, have almost 
disappeared. 


Income-tax and surtax Britain now take 
away per cent all income excess 
15,000 year. addition, there are very 
heavy death duties which take away more than 
half the large estates. gross income 
25,000 year amounts about 4,000 after 
and surtax, and even 100,000 
year less than 6,000 net. The combined 
effect income-tax (including surtax) and 
death duties that now longer possible 
for anybody, however large his income, 
build fortune, whether the form 
direct ownership property the form 
shares companies, the way that was 
characteristic British industry the nine- 
teenth century and the first quarter this 
century. 

For medium incomes, direct 
though proportionately lower than 
incomes, still very high, but these me- 
dium incomes the burden indirect taxation 
(customs, excise, purchase-tax, etc.) particu- 
larly heavy. British rates tax upon tobacco 
and alcoholic drinks would regarded 
fantastic any other country. The combined 
effect direct and indirect taxation the 
man with medium-sized income that 
has great difficulty maintaining his standard 
living even lower scale than was 
accustomed before the war, and has 
chance all savings out his income. 

The Government publication (National In- 
come and Expenditure 1948-1951) which 
reference has already been made, confirms the 
general conclusion that personal savings 
Britain are very low ebb indeed. The 
figures income and saving are given 
Table which shows the following figures 
for 1951. 

For 1951, out total personal incomes 
approximately 12,000 million, personal sav- 
ing was less than 100 million less than 
one percent and, this included the in- 
crease the value stocks private 
businesses and farms, the true figure for 
personal saving must either quite negligible 
minus quantity. 

may asked what source saving 
available industry its own internal sav- 
ings are non-existent, and there virtually 
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saving private individuals, whether they 
have large, medium small incomes. The 
answer that substantial amount saving 
being done individuals all classes, but 
being done indirectly through insurance 
companies and pension funds. The rapid 
growth these financial institutions, 
source savings, one the outstanding 
phenomena the last years. 
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save directly out their net incomes? The 
answer fairly easy one. There are special 
tax allowances for savings through insurance 
and through pension funds; there are tax 
allowances for direct savings. With the very 
high rates tax now force Britain, the 
incentive put all savings through the chan- 
nel that gives tax relief irresistible. Indeed, 
most the millions who save through insur- 


PERSONAL INCOME AND OUTLAY TABLE 


outlay and saving 


Income (inc. stock appreciation) 


millions 


Pay and allowances the 326 


Profits other sole traders and 


rent grants from public authorities. 788 


The figures for the growth life insurance 
business Britain the last few years are 
quite striking. Taking 1938 100, the amount 
new business added rose 162 1946, 207 
1947, 237 1950 and 282 1951 (5). The 
growth pension funds even more re- 
markable. 

Life-assurance companies and pension funds 
receive, either directly deduction from 
pay, millions pounds each month, and 
these amounts, after the payment expenses, 
pensions, etc. are available for investment ac- 
cording the rules the company fund. 

these amounts represent, the final 
analysis, income salary and wage earners 
and other members the community who, 
this extent, have less spend consumption, 
the savings these institutions represent the 
indirect savings millions individuals. 
Why are these individuals prepared save 
such large scale through insurance companies 
and pension funds when they are not prepared 


(5) From The Bankers’ Magazine March, 


millions 


Provision for taxes income 
National insurance contributions. 452 


Saving and provision for stock appreciation 


ance pension funds could not possibly save 
more than the merest fraction these amounts 
they had pay them out their net income 
after taxation. 

Insurance companies pension funds, 
therefore, now form, Britain, the largest 
block investors. this change pattern 
from private individual saving indirect sav- 
ing through insurance companies and pension 
funds phenomenon that should welcome? 
This matter personal judgment, but 
there are solid grounds for the contention that 
this change the pattern savings socially 
and politically undesirable. 

From the point view industry, the 
change from private institutional savings 
means less flexibility. Insurance companies 
and pension funds tend play safe and put 
their money very largely into debentures and 
fixed-dividend preference shares. Insofar 
they invest ordinary shares, they tend 
for the safer and older companies. Because 
their position trustees for pensioners and 
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policy-holders, institutions are less inclined 
put money into new enterprise and into ven- 
tures more forward-looking and specula- 
tive character. 

Britain the nineteenth century much 
the manufacturing industry the country 
was built family businesses based upon 
private saving, and the really enterprising in- 
dividuals backed their progressive ideas with 
their own money. Sometimes they were bac- 
ked friends relatives. The progressive 
family business Britain has now disappeared 
because taxation, including death duties. 

Such savings there are today flow with 
strong bias towards the older, larger con- 
cerns. Semi-Governmental institutions design- 
encourage inventors and others with 
bright ideas are substitute for the direct 
investment private savings new and 
growing enterprises. 

From the point view the individual, 
also, the change undesirable. There 
growing tendency seek security. Security 
takes the form safe job with pension; 
but this means less opportunity change from 
one job another. Loss pension rights be- 
comes great deterrent man who might, 
otherwise, more progressive job 
another concern. Fifty years ago, man’s 
private savings were very much his own pro- 
perty, and gave him freedom that does 
get pension fund. The longer term 
effects upon democratic institutions are difficult 
assess but every transfer savings from the 
individual sphere the institutional, particu- 
larly where the institution danger 
nationalisation, eats away one the founda- 
tions democracy. 

Another aspect this danger the 
growth Governmental investment 
ductive industry. Britain, coal mining, 
transport, electricity and gas, are owned 
Government, either central local, while the 
steel industry hangs the balance between 
public and private ownership, and there 
ever present threat nationalisation other 
industries and insurance. private savings 
are not forthcoming for private industry the 
way made clearer for Government step 
and provide the finance one form 
another obtaining the funds from budget 


surpluses from public loans. The cost the 
steady decline private industry and the 
growth publicly owned industry. dif- 
ficult see how democracy can survive this 
tendency persists. 

There is, also, the effect this change upon 
the attitude work. harder work brings 
more money that can saved and invested 
the worker’s own discretion, there will 
greater incentive the energetic and enter- 
prising worker. If, however, taxation takes 
away the greater part the reward extra 
effort, and the saving done through insur- 
ance pension fund, the incentive hard 
work and enterprise materially weakened. 

For these reasons, British industry going 
have great difficulty the next few years 
maintain progressive outlook. other 
countries the position less unsatisfactory be- 
cause rates tax have not been pushed 
Britain’s extremely high levels. There 
doubt whatever the course that must 
followed Britain British industry 
keep its place the world. Reduction 
taxation, both corporate and private, lon- 
ger matter theoretical discussion; has 
become vital and urgent necessity. 

far, have been considering Britain 
and the supply capital British industry; 
but interesting look, briefly, the sup- 
ply British capital other countries the 
light these considerations. 

the nineteenth century, when British 
industry reigned supreme, and her manufac- 
tures reached every part the world, Britain 
had substantial export surplus, which was 
available for investment overseas. British ca- 
pital was used for the development countries 
far apart India, Australia, the United 
States and South America. Much the capi- 
tal was found the form undistributed 
profits ploughed back into the overseas branch 
business. This export surplus, which re- 
presented one part the savings British 
industry (because, this extent, income 
ceeded consumption), was available for the 
development industry various parts 
the world. served another very valuable 
purpose, which has received little atten- 
tion. The pound sterling was exchangeable 
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into gold without question, and was the cur- 
rency used finance business all over the 
world, including business that had connec- 
tion with Britain whatever. One reason for 
the strength and stability the pound sterling 
was the existence this substantial export avail- 
able for capital investment overseas. When 
profits fell short, the amount overseas invest- 
ment was correspondingly contracted; and, 
the other hand, when overseas profits ex- 
panded, more was available for this capital 
investment. this way, the investment 
capital both fixed and current assets all over 
the world acted buffer, which took the 
knocks and strains changing trade condit- 
ions, and left the pound sterling stable and 
strong. 

Today, there such export surplus, and 
although the pound sterling remains the prin- 
cipal currency for international trade, takes 
the direct shock trade fluctuations, and 
move from one currency crisis another. If, 
with its large export surplus, the United States, 
the middle the twentieth century, per- 
formed the same function capital investment 
overseas that Britain performed the nine- 
teenth century, there would far less finan- 
cial strain the world today. There are 


various reasons why the United States not 
playing this role, and unlikely so. 

One reason that the modern system 
imposing currency restrictions, because ba- 
lance trade troubles, itself deterrent 
capital investment overseas persons the 
United States who might, otherwise, temp- 
ted let some part their wealth overseas. 
Another reason the fear expropriation; 
and yet another the high levels taxation. 

Countries such South Africa, Australia 
and India could become powerful manufactur- 
ing areas adequate capital were forthcoming. 
Before these countries are likely get capital 
the very great scale that the economic con- 
ditions would warrant, there must be, far 
Britain concerned, really substantial cut 
which there export surplus and full con- 
vertibility the pound sterling. Before any 
substantial private overseas investment from 
the United States can expected, there must 
greater internal stability other countries 
and state affairs which the American 
investor confident about the safety his 
capital and the profits makes overseas 
about corresponding investment his 
own country. 
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FRANCESCO COPPOLA D’ANNA 


For proper appraisal the following data, 
some preliminary explanations the technical terms 
may useful First all, refer the dis- 
tinction between (a) the so-called com- 
petenza (assessed revenue and pledged expenditure) 
and the so-called cassa» (actual cash 
receipts and payments), and (b) effective» revenue 
and expenditure, and revenue and expenditure result- 
ing from capital movement 


(a) While Great Britain and the United States 
the accounting system shows cash movements, the 
method used Italy that budget which re- 
gisters all the sums the Government has acquired the 
right collect incurred the obligation pay dur- 
ing fiscal year competenza) quite inde- 
pendently from the actual cash movements relating 
collections and disbursements. The actual cash in- 
comings and outgoings during the twelve months are 
recorded the cassa». All assessments 
for given financial year not collected during that 
year give rise the formation credit arrears 
while obligations not paid become debit arrears 
Both credit and debit arrears may collected 
settled during subsequent fiscal year. 


(b) Both revenue and expenditures fall into two 
large groups: (i) effective revenue and expenditures 
and (ii) revenue arising from and expenditures ef- 
fected means capital movement 

The expression effective» used for those re- 
venues and expenditures that determine 
improvement deterioration the 
financial situation. Thus, for example, the yield 
taxation, payments received for public services, and 
income from the national estate, etc. are entered under 
the heading receipts. Interest the 
State debt, salaries, wages, and pensions paid de- 
pendents the Government, costs incurred for the 
production services and, short, all sums appro- 
priated order assure the proper functioning 
the Government machine and satisfy public needs 
are listed effective expenditures. 

Revenue arising from and expenditures effected 
means capital movement would, the other 


(*) For general picture the structure the Italian State 
Budget, see the article Italy’s State Budget, 1945-48, G.E.M., 
this Review, No. January-March 1949, pag. ff. 


hand, bring about not variation, but only tran- 
sformation the factors affecting the 
financial They include: (i) the credit 
side, the issue loans, the recovery credits granted 
the Government past years, the alienation 
national property, etc.; (ii) the debit side, the re- 
payments national debt, the grant loans 
persons bodies other than those belonging the 
Government Administration, the purchase pro- 
perty, industrial plants and securities, the acquisition 
share holdings, etc. 


(c) have stated that the heading capital 
covers the issue loans; but, 
further qualification, define that 
includes only funded and redeemable debts, 
out account the floating debt. This should 
borne mind when estimating the drain liquid 
resources the money and capital market, which 
occurs through the creation the Treasury both 
floating and non-floating debt. 

The exclusion the floating debt from the mo- 
vement capital accounts will clear when 
remember the functional differences between the float- 
ing debt the one hand and the reedemable and 
funded debt the other. The former intended 
meet temporary cash needs the Treasury within 
the same fiscal year; the latter (except for the rather 
infrequent case capital investments made the 
Government) should supplement the effective re- 
ceipts and expenditure providing the financial re- 
sources needed for covering effective expenditures 
when effective receipts are found insufficient 
and affording the means for investing the surplus 
when the contrary the case. 

This substantially complementary character the 
two groups (effective revenue and expenditure, and 
movement capital) has however been gradually 
disappearing and has become mainly task the 
Treasury the floating debt) cover the deficits 
occurred the field effective revenue and ex- 
penditure. some fiscal years both the effective 
revenue and expenditure and the movement 
pital accounts closed with deficit; and both the 
deficits were covered the floating debt. 


The Italian Government has recently pub- 


lished the final results the fiscal years running 
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from 1944-45 1950-51 (1). now pos- 
sible bring together uniform series the 
data for the pre-war and post-war period. This 
not only allows interesting comparisons, but 
enables place proper background the 
examination the more recent developments 
and prospects Italian public finance. 
have added the data for the fiscal years 1913-14, 
1924-25 and 1928-29 the more recent ones, 
for they show situation nearer normal 
than that 1938-39. also give the pro- 
visional results for 1951-52 and the estimates 
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with deficit only for the three years 1947-48, 
1948-49 and 1950-51; deficit billion lire 
also foreseen for the the whole, 
spite the surpluses obtained this field, 
total expenditure (effective and for movement 
capital) constantly exceeded, over the whole 
period, total receipts. Expressed current 
lire the series effective deficits shows 
unbroken, even irregular, growth over the 
ten years from 1938-39 1947-48. 
stabilisation policy allowed change trend 
from 1948-49; but the goal balanced 


for 1952-53. budget which approach had been made 
1949-50 and 1950-51 again retreated the 
following fiscal year result the situation 
following the Korean war and the re- 
armament policies. The deficit estimated for 


1952-53 stands 428 billion lire (Table (2). 


The «bilancio competenza»: the revenue. 


The fourteen fiscal years from 1938-39 
1951-52 all closed with deficit far ef- 


ITALIAN BUDGET SUMMARY: ASSESSMENTS AND OBLIGATIONS MILLIONS CURRENT LIRE 


Movement capital 


“Effective,, assessments 

and obligations 


Expendi- 
deficit (—) 


Surplus (+) 


Expendi- 
deficit (—) 


ture 


Surp lus 
jor deficit 


Revenue venue 
ture 


2,265 
19,646 

60,389 

98,223 
118,570 
135,161 
175,558 
311,265 246,630 


516 
6,488 
832 
3,016 
30,285 
21,614 

+ 


236 
1,441 
12,277 
28,039 
63,989 
84,785 


1924-25 
1928-29 
1938-39 
1943-44 
1944-45 
1946-47 


2,781 
24,781 
21,018 
62,635 
55,848 
91,021 

104,146 
60,436 
107,599 
258,587 


2,822 
18,759 6,022 
20,842 176 
42,627 12,035 
69,555 6,920 

105,659 49,811 
122,741 31,720 
159,828 55,682 
233,049 172,610 
318,906 211,307 
617,103 


195 
364 
242 
21,119 
14,178 
45,626 
29,103 
2,948 
39,326 


18,293 
20,186 
32,350 
41,224 
50,376 
160,180 
382,387 


13,200 
42,964 
98,407 
338,150 


910,099 527,712 


1947-48 
1949-50 
(a) 
1951-52 (b) 
1952-53 (c) 


850,876 
1,140,554 
1,418,575 


1,672,555 


1,719,672 
1,703,831 


564,204 404,024 


1,696,599 
495,353 
1,714,202 295,627 
1,935,012 262,457 
2,205,792 486,120 
2,132,020 428,189 


140,634 

341.518 
336,878 


40,780 


211,964 71,330 
100,952 56,913 
230,740 110,778 
274,058 62,819 
109,123 


991,510 1,908,563 
1,184,593 
1,760,093 1,944,942 
1,942,899 2,256,058 
2,056,550 2,479,850 


552,266 
184,849 
313,160 
423,300 


(a) Figures given the Relazione generale sul 
the Treasury, Hon. Pella, March 31, 1952, 129. 
(b) Conto riassuntivo del Tesoro, June, 1952. 


(c) Estimates. 
revenue and expenditure are concern- 
The «movement accounts closed 


(1) The data for 1948-49, 1949-50 and 1950-51 are still liable 


variations, but probably minor importance. 


situazione economica del Paese submitted Parliament the Minister 


The picture undergoes marked change 
revenue and expenditure are converted 


(2) comparing the estimates for 1952-53 with the results 
the previous fiscal years, account should taken the 
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from current lire into lire like purchasing the equalised series the impressive figure 
power (3) The deficit for the fiscal 621.2 billion lire. the first two fiscal 


ITALIAN BUDGET SUMMARY: ASSESSMENTS AND OBLIGATIONS MILLIONS 1950-51 LIRE 


Effective assessments 
Revalua- and obligations 


Movement capital 


676,885 9,835 

18,419 1,063,511 1,054,606 8,905 
12,246 1,547,956 2,156,926 608,070 
966,616 2,866,803 3,183,532 316,729 
564,001 2,221,633 4,203,115 
1,595,085 3,182,094 4,291,025 
739,508 2,646,350 4,061,229 |—1,414,879 


543,283 123,767 

842,210 298,707 

1943-44 8.10| 1,804,631 83,041 


1949-50 1.00 1,418,575 1,714,202 230,740 110,778 1,760,093 1,944,942 184,849 
1951-52 1.00 1,719,672 2,205,792 274,058 62,819 2,056,550 2,479,850 423,300 


+++ 


(a) Very small coefficients revaluation would have had used for the financial years 1947-48 onwards. have pre- 
ferred leave the original figures unaltered, this has the advantage enabling discuss figures that are given the 
accountancy documents for the Budget. 


year 1938-39, which current lire seems the war period, the deficit rises geo- 
very moderate one (12,277 millions), rises ratio; there further small increase 
discrepancies occurred all the financial years between esti- the third; but declines idly 
mates and actual assessments, shown the following table: the last three war After moderate 


REVENUE AND EXPENDITURE: COMPARISON BETWEEN ORIGINAL ESTIMATES AND ACTUAL RESULTS 
(millions current lire) 


«Effective» revenue «Effective» expenditure «Effective» deficit 


According 
Original Actual Original Actual actual asses-| 
Differences Differences | to original oud Differences 
estimates assessments estimates obligations estimates 


Fiscal Year 


obligations 


can seen, the estimated deficit for 1952-53 (428 billion chasing power the basis wholesale price and cost living 
lire) less than the actual, but higher than the estimated deficit index numbers the two calendar years which the fiscal 
for 1951-52. year fell. 

(3) Current lire have been converted into lire like pur- 


rise the first postwar fiscal year (1945-46), 
the deficit again falls 1946-47; but swells 
alarming extent 1947-48 when the 
inflationary spurt touched its climax. al- 
ready stated, movement for the recovery 
the budget started from 1948-49 and con- 
tinued until the fiscal year 1950-51; but was 
followed further increase the deficit 


1951-52. 


the fourteen fiscal years from 1938- 
1951-52, the effective expenditure pled- 
ged the Italian Government has totalled 
30,625 billion present-day lire, the average 
being 2,187 billion per annum, which less 
than half (15,190 billion) have been covered 

The difference (15,435 billion) has been 
covered: (a) part the surpluses secured 
«movement capital accounts, substan- 
tially the creation funded and redeemable 
debts; (b) part the issue Treasury Bills 
and other forms floating debt; (c) and 
part increasing the volume debit arrears. 

Now, June 30, 1952, the domestic natio- 
nal debt (funded, redeemable, and floating) 
had risen billion current lire com- 
pared June 30, 1938 (4). the other hand, 
net debit arrears had increased 1,352.8 
billion (5). The difference between the total 
these figures and that above stated lire 
15,435 billion (6), equivalent 11,138.7 bil- 
lion, shows approximately the extent which 
inflation has public finance, 
the loss the Government’s creditors. And 
should borne mind that the figure 
11,138.7 billion lire refers only the debts 
incurred the Government since the 
June 1938. takes account the national 
debt and arrears already existing that date 
and practically annihilated war 
war inflation. any case, even limit 
ourselves developments subsequent 1938, 
one can clearly see what formidable tax has 
been levied inflation the Government’s 


(4) Total national domestic debt June, 1938: 144.5 
billion lire; June, 3,077 billion. 

(5) Net debit arrears June, 1938: 7,696 million 
lire; 30th June, 1952: 1,360,448 million. 

(6) Budget deficit for the period 1938-39/1951-52, 
present-day lire, far the effective receipts and expendi- 
are concerned. 
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creditors, consisting for the most part the 
scattered and anonymous mass small savers. 


receipts, which 1913-14 stood 2,265 mil- 
lion lire equal 543.3 billion present-day 
lire had risen 1938-39 27,576 million 
current lire, equivalent 1,395.3 billion pre- 
sent-day lire. period years, receipts 
expressed lire with like purchasing power 
had therefore risen about 2.5 times, the annual 
rate increase being Taken 
whole, the increase seems have occurred 
fairly regular rate, spite the vicissitudes 
occurred during the period. But, owing 
variety historical and long-run economic 
factors, the development national income 
Italy has always been slow and laborious; 
therefore growth government receipts 
could only obtained over-rapid in- 
crease the fiscal burden, which danger 
exceeding the taxable capacity the country 
and hampering its economic progress. 

can seen Table III, effective re- 
venue which, the eve the first world war, 


PERCENTAGE EFFECTIVE REVENUE 
NATIONAL INCOME 


revenue Total from taxation (b) 
lire) rent lire income lire income 
1913-14 19.00 11.90 10.32 
1947-48 5,134.00 15.41 13.81 


(a) The figures for national income refer the calendar 
years which the several fiscal years begin. 

Central government tax receipts only. Therefore the 
taxes levied local government bodies (provinces, communes, 
etc.) and the social charges are excluded. 


accounted for little less than the 


national income factor cost, accounted for 


almost the eve World War II; 
likewise the share effective receipts deriv- 
from taxation had risen from little more 
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than 10°% nearly the national in- 
come (7). 1938 the taxable capacity Italy 
was already availed point that excluded 
the possibility further considerable increase. 
Indeed, when the war broke out, the inability 
the country make greater financial ef- 
fort became obvious. Receipts registered indeed 
nominal increases; but set aside the first 
fiscal year, 1939-40, the nominal increases were 
matched decline real terms II). 

During the last period the war, govern- 
ment receipts expressed real terms shrunk, 
result the complete breakdown go- 
vernment administrative apparatus, much 
more considerable extent than the national in- 
come. The weight the fiscal burden was 
therefore lightened. But, normal conditions 


gradually returned, the yield taxation began 


once more rise. the fiscal year 1950-51 
the percentage ratio effective receipts 
national income had already exceeded the level 
the ratio receipts from taxation natio- 
nal income had almost returned the former 

The ratio between effective receipts and 
national income fell during 1950-51 that 
stood slightly below the level recorded for the 
pre-war fiscal year instead 
This reduction is, however, due 
the smaller amount the Funds 
(133,672 million lire against 301,939 million 
the previous fiscal year). the other hand, 
tax receipts grew the same rate the na- 
tional income, indeed little more, they 
previous year, and 1938-39. The 
burden central government taxation has 
therefore attained the level the last pre-war 
fiscal year, level high that should 
considered beyond the capacity fundamen- 
tally poor and overpopulated country like Italy. 

Nor should forgotten that, 
take into consideration not only the central 
but also the taxes levied local authorities 
(provinces, communes, Chambers Com- 


(7) Effective receipts from other sources than taxation consist 
for the most part the income obtained from government 
properties. these post-war years, however, they have been 
fed, above all, International Aid. 


merce, etc.) and the social charges (8), then the 
ratio between «receipts from taxation» 
this wider sense and the national income 
gely exceeds the 1938 level. fact, the last 
two groups account for large share the 
total Italian fiscal burden that they disre- 
garded, the results obtained are entirely mis- 
leading. For 1952-53 the yield local taxes 
and social charges has been calculated goo 
billion lire, being less than the 
effective receipts collected the central go- 
vernment that same year. The Minister 
the Treasury, Hon. Pella, Report 
the Chamber Deputies January 1952, cal- 
culated the ratio between receipts 
tion (inclusive those levied local authori- 
ties and social charges) and national income 
29% (9). 

Naturally the growth current budget 
receipts, which proceded with increasing ve- 
locity the first post-war years, slackened 
the limits the taxable capacity the country 
were being approached. And, can seen 
from Table IV, the decline the rate in- 


TREND EFFECTIVE REVENUE 


Revenue each 
fiscal year 

compared the 
previous one. 

Percentage changes 


Index numbers 


(1944-45 100) 


Fiscal Year 


1945-46 160 
250 
1947-48 412 
553 
1949-50 688 
1951-52 834 2.8 


crease has been particularly marked 1951-52 
against 1950-51). This shrin- 
kage the rate expansion, already men- 
tioned, however largely accounted for the 
item international aid The ERP funds 
which were entered the budget receipts for 


(8) The social charges have increased very marked 
degree, rising from 3,240 million lire 1938 454,805 million 
1950, 140 fold increase. 

(9) Nota Preliminare Bilancio Previsione per 
Finanziario dal luglio 1952 giugno 1953, Camera dei 
Deputati, Atti Parlamentari, Documenti, Disegni Legge 
Relazioni, Doc. XIII, pag. 20. 


1950-51 for less sum than 301.9 billion lire, 
fell 1951-52 133.67 billion, barely 
the total V). 

international aid reduced, the pledged 
expenditure has met ever larger 
measure tax revenue. Indeed, revenue 
from other sources than taxation will only 
make very modest contribution, when inter- 
national aid excluded, total receipts. The 
exceptionally bad year barely covered 35.4% 
expenditure, very small percentage when 
compared such relatively normal years 
1924-25 and 1928-29 (respectively and 
Since 1946-47 there has been con- 
siderable improvement. The percentage ex- 
penditure covered receipts from taxation 
and 1949-50. This improvement 
had been obtained first more especially 
higher receipts, and later the stabiliza- 
tion expenditures. But 1950-51 witnessed 
further rise expenditure, and the rate 
cover has therefore shown improvement, 
although receipts from taxation marked fur- 
ther rise, amounting almost 13%. 

The new phase Italian public finance 
which opened the fiscal year 1950-51 presents 
very serious prospects because expenditure has 
begun once more rise with unexpected speed, 
while tax receipts are inevitably entering 
period relative stability. and large, 
their growth will tend remain within the 
limits the percentage expansion national 
income. This means that will not pos- 
sible try cover the deficit raising re- 
ceipts; the only way will more severe 
policy expenditure. therefore fully 
endorse the warning given the Minister 
the Treasury, Giuseppe Pella, Parliament 
and the country large when his finan- 
cial statement April 23, 1952 stated that 
«the deficit always latent threat infla- 
tion, and that inflationary reactions are 
avoided its cover will entail the drain 
cash resources which private enterprise will 
thus deprived would venture add 
this warning the hope that both Govern- 
ment and Parliament will realise the dangers 
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involved the growth public expenditure, 
and will have the courage reverse the engine 
before too late. 

There can doubt that country 
like Italy, even the most orthodox exponents 
liberal economy may consider justifiable not 
only expenditure 2,200 billion present- 
day lire but even much larger sum. Ever 
since she attained her political unity, the need 
has been felt large public investments 
necessary pre-requisites for strengthening her 
economic structure and expanding real income. 
But ever since then, public expenditure has 
been checked the low level income 
which limits the taxable capacity and the pos- 
sibility capital accumulation. This explains 
the exasperatingly slow rate which Italian 
economy has developed the and more 
years national unity. And the extent 
which this explanation valid, acquits the 
governments that have followed one another 
office from the charge failing lead 
the country wisely along the path economic 
progress. 

Again today, the problem that should 
always present the mind all 
ticians who are able realise the implications 
involved the massive inflation govern- 
ment expenditures, should that ascertain- 
ing whether the appropriations entered the 
Budget 1952-53 are for purposes which can 
really considered justifiable and essential, 
when the the present Italian 
economic situation are taken into due consider- 
ation. These realities are the impossibility 
covering such volume expenditure 
current receipts; the consequent need bor- 
rowing the money and capital market thus 
draining off share the already scanty resour- 
ces available for private enterprises; the pos- 
sibility, not excluded priori, drop 
confidence the part investors go- 
vernment securities which would again compel 
the Treasury have open concealed re- 
course the printing press; the tragic conse- 
quences policy which would attempt 
cover such volume expenditure raising 
the tax level limit quite disproportionate 
the tax and saving capacity the country; 
finally, the huge volume debit arrears (of 


«EFFECTIVE» 
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REVENUE MAIN 


Revenue from taxation: 
Direct taxes 


Custom duties and taxes 
consumption 


Monopolies 
Other taxes 


Total 


Other effective revenue (ex- 
clusive 
Aids) 


Effective revenue Total 
(exclusive Internatio- 
nal Aids) 


International Aid: 

E.R.P. Funds 

A.U.S.A. Funds 

Interim Aid Funds 


Effective revenue Total |18,293 |27,576 


Revenue from taxation: 
Direct taxes 
Turnover tax 


Custom duties and taxes 
consumption 


Monopolies 
Lotteries 
Other taxes 


Total 


Other effective revenue (ex- 
clusive 
Aids) 


Effective revenue Total 
(exclusive Internatio- 


nal Aids) 


International Aid: 

E.R.P. Funds 

A.U.S.A. Funds 

Interim Aid Funds 


1928 1938 1946 1947 


Millions current lire. 


6,813 
6,089 


165,254 
141,756| 268,604 


5,308 


141,761 
115,806 


5,783 6,380 
3,580 
525 544 


CATEGORIES 


1948 
1949 


198,152 
366,946 


206,052 
178,767 
12,174 


1,031,497 


Percentages. 


26.30 
16.46 


16.87 


39-44 
17.70 


24.71 
22.08 


2.60| 1.97 1.08 
84.28 


12.19 


+ |100.— | 100.— |100.— |100,— 


109,057 


202,648 
398,737 


256,054 
211,533 
18,152 
19,008 


1,201,593 


196,982 


1,418,575 


1950 
1951 


230,256 
458,321 


286,460 


227,047 
25,205 
21,400 


1,248,689 


121,927 


1,370,616 


1,672,555 


229,894 


254,108 


140,432 


1,586,000 


133,672 


| 
| 


1,719,672 


142 
1913 1924 1949 1951 
338 
es 
| 
19.42 17.37 14.29 13-77 
0.85 1.07 1.28 1.70 
| 
15-72 10.37 4:75 6.73 8.17 
100.— 93.72 90.44 84.71 81.95 92.23 


which shall speak further on) that hang, 
like the sword Damocles, over the Treasury 
situation. 


The Bilancio competenza»: the expen- 
diture. 


Towards the end the second world 
war (1944-45) the expenses the Italian go- 
vernment, inclusive the Allied Military Ad- 
ministration and that the Fascist govern- 
ment, had fallen figure that differed but 
expressed lire equal purchasing 
power, from that 1928-29. But the first 
seven post-war fiscal years government expen- 
diture has been steadily rising, very largely ex- 
ceeding the rate increase registered the 
decade from 1928-29 1938-39. the period 
running from 1945-46 1951-52 the annual 
1938-39. The volume current expenditure, 
after approaching the level 1938-39 (in real 
terms) 1950-51, exceeded 1951-52, when 
stood 2,205 against 2,016 million lire 
1938-39. 

The structure the expenses incurred 
1938-39 and postwar period presents marked 
divergencies (Table and VII). 

Military expenses (ordinary and emergency) 
and expenses for the Colonies and Albania 
were entered the 1938-39 budget for less 
than 18,381 millions current lire (roughly 
equivalent 930 billion present-day lire) and 
for little less than half the total 
outlay the 1950-51 budget this 
group expenses entered 387.8 billion 
lire the total), reduction 542.2 
billion lire. According the estimates, the 
percentage weight this group expenses 
will increase somewhat 1951-52 and 
1952-53 (22.2%). 

Another budget item that has been greatly 
the service the national debt. 
has fallen from 6,775 million lire 1938-39, 
342.8 billion present day lire (17%), 


(10) Here too the percentage participation rises slightly 
(6%) and 1952-53 
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difference more than billion lire. When 
add this figure the 542 billion lire saved 
the military and colonial field, obtain 
global reduction 782 million lire, roughly 
equal the expenditure, both 
the 1950-51 and 1938-39 budget expressed 
present-day lire. 

With reduction such large scale 
may seem strange that expenses have again 
reached, real terms, the exceptionally high 
levels attained the last pre-war fiscal year. 

The fact is, can seen from Table VI, 
the post-war budgets provide for groups 
expenditure that did not appear those 
pre-war period. Thus, 1950-51 find the 
expenditures for war damage compensation 
(14.3 billion lire), the expenditures under the 
Peace Treaty (38.8 billion), and the subsidies 
the public autonomous corporations (first 
all the State Railways). Altogether, this group 
expenses, which the so-called special 
funds are added, appears the 1950-51 
budget for 114.1 billion lire, the 
total expenditures. 

much greater importance, however, are 
the increases several groups expenditure 
already existing the 1938-39 fiscal year. 

Among these, the first place held ex- 
penditures public works and railways which 
amounted 1950-51 little less than 274 
billion lire the -total), whereas 
1938-39 they amounted only 2,489 million, 
equal 126 billion present-day lire 
Thus, for this single item the expenses incur- 
red have increased 248 billion lire. And, 
apart from the question how this 
been expended question which does not 
come within the scope this article), 
impossible deny the need devoting all 
possible attention the reconstruction, moder- 
nisation, and completion essential public 
works which the possibility the country’s 
economic expansion largely depends. 

Another item which shows marked in- 
crease that Education, which 1950-51 
called for 180.6 billion lire total) 
against only 2,149 millions, equal 108.7 
billions present-day lire, 1938-39 

third group that has grown considerably 
compared pre-war days that for social 
assistance: almost 111 billion lire 1950-51 


(3) 
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against 907 million lire 1938-39, that found between the total expenses 
equivalent little less than billion present- for the fiscal year 1950-51 (1,935 bil- 
day lire lion) and the countervalue present-day lire 


EFFECTIVE BUDGET EXPENDITURE, MAIN CATEGORIES 
(Percentages) 


1928 1938 1946 1947 1948 1949 1950 1951 1952 
1929 1939 1947 1948 1949 1950 1951 1952 1953 


Services the Finance, and 


5-73 
0.69 


Contributions autonomous Admini- 


2.01 


3-97 


2.35 


100.0; 100.0 100.0/ 100.0! 100.0| 100.0} 100.0 | 100.0 100.0; 100.0 


(a) Percentages calculated the basis the estimated absolute figures. 


Expenditure the police services has the expenses pledged the fiscal year 1938- 
risen: billion present-day lire 1938-39 (2,016.5 billion). 
against 108 billion 1950-51 (5.6%); The detailed account the 1951-52 expen- 
war pensions have risen from billion has not yet been published not 
billion subsidies aid local draw comparisons with the figures 
government finance from 2.3 billion lire the previous years. The percentages cal- 
122.8 billion culated the estimates not seem 
The groups expenditure mentioned (of show marked differences between 1950-51 
which four quite new and six considerably in- one hand and 1951-52 and 1952-53 the 
show total 710.5 billion lire other; the most notable change the steady 
new expenses. Other increases minor im- military expenditures, for which 
portance are found the expenditures the figure passes from 372 billion lire 
government general services, for Justice, 1950-51 389 billion estimated for 
Worship, etc. 1951-52 and 463 billion estimated for 
The final result all these variations 
sums increase 736.8 billion lire, 
against reduction 818.3 billion, with The striking amount spent govern- 
minus difference 81.5 billion lire which employees deserves note apart. 


1925 

5.8 
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estimated for 1952-53 677.68 billion lire 
compared 594.77 billion 1951-52; and 
equal total expenditure (32.6%, 
from taxation. 

The ratio between the cost staff ser- 
vice and pensioned, 1938-39 and 1952-53, 
shown the following table: 


1938-39 1952-53 
(assessments) 


(millions lire) 
968.7 


Staff service 


89.59 


Total 


The above figures only refer the 
the employ the several Ministries and 
take account the charge incurred for the 
staff the so-called Autonomous Adminis- 
trations which estimated for 1952-53 
220,734-5 million lire against 3,462.9 million 
1938-39. 

Therefore, taken whole, the expendi- 
ture the salaries the civil servants amounts 
the estimates for 1952-53 898,413.4 mil- 
lion lire, being 81.88 times the expenditure 
incurred 1938-39, against rise the cost 
living and wholesale prices which slightly 
exceeds times. The average salary, however, 
increased times only (11). The discrepancy 
between the rise total expenses and the in- 
crease the average per unit remuneration 
due the inflation that has occurred 
the meantime the number the govern- 
ment employees, which have risen from 1938 
tely, can seen the following prospect: 


1938 1949 


service the Ministries 709,439 
Staff Autonomous Adminis- 


trations 


319,912 


Total 


(11) See Statistica Appendix, Tables and pp. 178-179. 

(12) Accurate data are not yet available for the subsequent 
years. The increase the number civil servants and the 
lower per unit remuneration they receive are among the prin- 
cipal causes that deterioration administrative services which 
one the problems most discussed now Italy. 


The and the problem 
arrears. 


shows assessed receipts and pledged expendi- 
ture, the cassa» registers cash 
incomings and outgoings. rule, the figu- 
res these two budgets not coincide. 
Indeed almost impossible that all the 
assessed receipts given financial year should 
collected within that year; and the same 
may said pledged expenditure. Receipts 
assessed and not collected and expenses pledged 
but not paid, form the so-called arrears 
Under normal conditions the differences due 
the inevitable delay that occurs between 
assessments and collections, commitments and 
payments should remain within narrow li- 
mits. Under such conditions, arrears 
problem does not arise. But becomes one 
pressing importance when, has happened 
Italy these post-war years, credit and debit 
arrears and, what still more serious, the 
surplus the latter over the former attain 
such figures represent potential threat 
not only for the Treasury situation but for the 
monetary stability the country. 

The difference, from 1938-39 1951-52, 
between assessments and collections are shown 
Table VIII. will seen, the situation 
has undergone radical change since the second 
world war. the first four fiscal years the 
series (1938-39 1941-42) cash receipts were 
nearly equal assessments. The difference 
44, when amounted but declined 
again the following years, the civil ser- 
vices gradually reacquired efficiency. However, 
there has not been return the pre-war 
ratios. whole, the seven fiscal years 
from 1945-46 1951-52 the collections have 
amounted 7,979 billion lire: being some 
below the figure for assessments (8,914 
billions). There has been, however, net im- 
provement 1951-52 during which collections 
almost equalled assessments: the percentage dif 
ference has fallen 5.51°/, against 16.77% 


fective revenue only taken into account). 
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The comparison between payments and year. Expressed percentages, the 
commitments leads part similar con- registered between assessments and 


VIII 


ASSESSED REVENUE AND PLEDGED EXPENDITURE; CASH RECEIPTS AND PAYMENTS; DIFFERENCES 
(Millions current lire) 


Surplus (+) 


Differences Differences deficit (—) Differences 


figures 


diture 


Effective revenue and expenditure. 


Effective revenue and expenditure and movement capital. 


Here again the differences were payments 1951-52 the lowest recorded 
slight until the end 1942-43, but widened the end hostilities (13). 

1943-44 when nearly the pledged 

expenditure was arrears. absolute figures, (13) The improvement recorded the fiscal year 1951-52 
the worst year was 1947-48, when payments part, however, only apparent, the consequence the 
fell behin commitments for more than 588 system accountancy used the case some large items 


(such the amounts assigned the Cassa del Mezzogiorno), 
billion lire (30.82 Then the margin which maturity are paid into account opened with the 


and again the has been the best Treasury the name the payee. 


)) 
n 
ir 
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Nevertheless, collections and payments con- 
tinue lag behind assessments and commit- 
ments, and the arrears continue swell, 
even though this last period the rate in- 
crease has declined. Nor this all; the debit 


DEVELOPMENT AND SITUATION THE ARREARS 


Nazionale del Lavoro 


1,360 billion lire, being the difference be- 
tween 2,002 billion debit and 642 billion credit 
arrears. other words, gross debit arrears 
have reached figure which equal that 
for the pledged expenditure whole fiscal 


(Millions current lire) 


Credit Arrears 


Fiscal Year 
ing the end 
fiscal year 


increase 


Amount outstand- 


Debit Arrears 
Net debit 


Amount outstand- arrears 


ing the end 
fiscal year 


Annual increase 


___ 


Effective revenue and expenditure. 


1938 
1939 
1945 
1946 
1947 
1948 
1949 
1950-51 


4,858 
7,688 
10,258 
16,543 
26,860 
124,028 
269,237 
414,233 
609,508 
641,912 


145,209 
144,996 


Effective revenue and expenditure and movement capital. 


542 6,050 

6,040 

6,298 
13,840 23,576 
8,818 
20,846 
104,195 
167,453 271,648 
117,235 388,883 
141,582 
856,200 
113,412 969,612 


1938 
1939 
1941 
1946 
1947 
1948 
1949 
1950-51 


arrears continue increase much more than 
the credit ones, and therefore the figure for 
net debit arrears continues rise, can 
seen from Table (14). the end the 
fiscal year 1951-52, net debit arrears amounted 


(14) Frequently the net growth the arrears during the 
year does not coincide with the difference between collections 
and assessments (or between payments and commitments) over 


11,875 
19,566 
1,666 21,232 
2,683 23,915 
3,281 27,196 

115,995 

89,057 

204,323 293,380 

232,918 526,298 

513,642 

274,854 

239,538 

247,058 1,801,390 

200,970 2,002,360 


132,933 
72,514 
266,520 
486,455 
915,912 
1,045,557 
1,140,099 
1,191,882 
1,360,448 


8,399 
1,863 
118,643 
46,709 
224,845 
538,862 
247,526 
255,641 
203,948 


13,638 
22,037 
23,900 
31,881 
150,524 
103,815 
328,660 
672,862 
1,211,724 
1,459,240 
1,714,881 
2,194,672 
2,398,620 


8,130 
15,987 
17,860 
21,631 
22,145 

126,948 
71,421 
568,667 
940,076 
1,070,357 
1,184,416 
1,429,008 


year, and the volume net debit arrears 
equal almost These figures clearly 
show how great has been the relief the 
ury has obtained and how heavy the bur- 


the same period. The amount the arrears may indeed vary 
owing more accurate settlements credits debits, rectifi- 
cation accounts, credit debit items occurring during the 
year, etc. 


den that has been placed the growing 
the arrears the shoulders future fiscal 
years. Indeed, may seen from Table VIII 
the deficit the cassa» (cash 
receipts and payments) has always been much 
lower than the deficit the com- 
(assessments and commitments). 


Whatever the causes may have been 
that have led the existing situation, 
not easy believe that cash payments can 
always lag behind budget commitments. 
seems more likely that the trend will re- 
versed and that payments will exceed commit- 
ments, result the settlement the 
debts incurred these emergency years. The 
arrears thus represent true inflationary 
charge hidden the Italian budget. 

has sometimes been asserted that the 
huge volume net debit arrears should not 
cause undue anxiety because they consist, 
part, expenses that are only administrati- 
pledged, i.e. appropriations not yet 
utilised or, least, expenses that have not 
yet reached the stage which they represent 
liquid debt due third parties. Certainly, 
order express well-grounded opinion 
the real danger they represent for the 
Treasury would necessary break 
the total figure into series sub-groups, 
dlassified according their specific character. 
For instance, believed possible collect 
all the credit arrears and likely that all 
the debit ones will paid? 
expected that collections and payments will 
graduated over period time? 

Unfortunately the available data not per- 
mit answer these questions. may 
recall that the former Minister the Treasury, 
Hon. Corbino, recent report the Cham- 
ber (15), subdivided the debit arrears into three 
groups 

(a) the group consisting expenditure 
pledged for purposes carried out but not yet 
This the largest item and the most 
dangerous represents amounts that some- 
time other will have paid; 


(15) Relazione della Commissione Permanente sullo stato 
Previsione della Entrata della Spesa del Ministero del 
1952-53 (Atti Parlamentari, Camera dei Deputati, Docu- 
menti, Disegni Legge Relazioni, No. 2403-A, 23). 
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(b) the group consisting expenditure 
pledged and appropriated for purposes not yet 
carried out; this also item consider- 
able size; 


(c) the group consisting expenditure 
authorised but not yet pledged; this must 
the smallest the three. 


Hon. Corbino also stated that not 
possible give for each these groups 
even roughly approximate figure. 

the case the credit arrears gene- 
rally believed that they will collected for 
almost the whole amount due. But far ex- 
perience has shown that the credit arrears 
are sooner later collected almost full, this 
also the case for the settlement debit ar- 
rears. not therefore unreasonable think 
that during the next few fiscal years all 
nearly all the credit arrears will collected, 
and all nearly all the debit arrears will 
paid. this case the budget will charged 
with much heavier payments account 
arrears (in conto residui) than the past 
years. the other hand, the payments 
account current fiscal year (in conto com- 
petenza) will hardly less than the 
expenses pledged the percentage level 
which they have stood recent years (in 
1951-52 the ratio has been 

The conclusion which are led that 
there will inevitably marked increase 
effective cash payments while the cash receipts 
may indeed increase, but always much 
smaller extent. Therefore, severe strain will 
imposed the Treasury. Let hope that 
accurate enquiry into the several items 
study that can only made the General 
Accountancy Department the government, 
alone possesses the necessary data will 
mitigate somewhat the significance 
bearing the figures set forth this article, 
and will afford adequate assurances the pos- 
sibility rapidly collecting the credit arrears, 
and will give some hope that the avalanche 
debit arrears will not descend 
the Treasury. cannot however forego the 
need expressing the fear that the easy si- 
tuation the Treasury has hitherto enjoyed and 
still enjoys might have paid for heavy 
price the course the next years. 


Monetary Policy for United States Rearmament 


CHANDLER 


For more than year prior the 
invasion South Korea June 1950, the con- 
troversy over monetary policy the United 
States had been quiescent. While inflationary 
pressures were abeyance and many feared 
deepening depression, few opposed easy-mo- 
ney policy. The maintenance low interest 
rates and high prices for both government and 
private debt obligations did not conflict with the 
objective general economic stabilization. But 
the situation changed abruptly after the Korean 
outbreak and the United States decision 
intervence. The ensuing rush consumer and 
business buying was financed partly more 
rapid turnover existing money and partly 
expansion the money supply. Between 
May 1950 and the end the year the money 
supply rose billion, due almost entirely 
the expansion bank loans. Dishoardings 
out idle money balances also contributed 
the increase expenditures. response 
this rise private spending, augmented after 
late 1950 expansion government pur- 
chases, the cost living rose per cent and 
wholesale prices per cent between June 1950 
and March 1951. 

With the resurgence inflationary pres- 
sures the controversy over monetary policy, 
which had been continuous from 1945 through 
1948, flared anew. And the major issue was 
the same that the earlier period: Should 
general monetary policy made more restric- 
tive combat inflation, should easy- 
money policy continued promote other 
objectives? The popular press dramatized the 
controversy institutional conflict between 
the Federal Reserve and the Treasury, with 
the former championing more restrictive 
policy and the latter insisting continuance 
low interest rates and stable prices for 


government debt obligations. Though the 
institutional conflict was important, the issues 
were more fundamental. The principal ques- 
tions were these: What should the dominant 
objectives monetary policy? How effective 
general monetary restriction anti-in- 
flationary device? What should the relative 
roles general monetary restriction, selective 
credit controls, fiscal policy, and direct price 
and wage controls over-all economic 
mobilization and stabilization program? 


During the period since the Korean 
outbreak, during the 1945-1948 inflation, the 
general monetary policy the United States 
has been shaped three major, and often 
conflicting, considerations: (a) Prevention 
inflation, (b) facilitation Treasury finance, 
and (c) promotion 
and employment. 


Those favoring what may called 
the conventional type peacetime monetary 
policy demanded restrictive credit policy 
prevent least retard inflation and 
insisted that the availability credit could 
not effectively curtailed unless interest rates 
were free rise some extent. They there- 
fore insisted that the Federal Reserve terminate 
its policy stabilizing the prices and yields 
federal obligations passively purchasing all 
offered it. 


(b) Such proposals for more restrictive ge- 
neral credit policy were vigorously opposed 
those concerned with Treasury finances; the lat- 
ter wanted continuously easy-money policy 
facilitate the government’s financing and re- 
financing operations. They pointed out that 
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higher interest rates would increase carrying 
charges the federal debt, but they were 
even more concerned about the effects fluc- 
tuating government security prices the suc- 
cess the Treasury’s refunding and new bor- 
rowing operations. Many feared that declining 
bond prices would set off avalanche 
panicky selling, and that the Treasury would 
encounter difficulty refunding its maturing 
obligations and selling new issues cover 
any deficits that might appear during the re- 
armament period. The possibility that the li- 
mited Korean outbreak might widen into 
third world war enhanced these fears. Thus, 
considerations relating stabilizing the prices 
and yields government debt obligations and 
facilitating Treasury finance have been power- 
ful deterrent the adoption more restric- 
tive monetary policies prevent control 
inflation. 


(c) Considerations relating the promotion 
maximum production and employment have 
been the second major obstacle the adoption 
more restrictive monetary policy. During 
the 1945-1948 inflation, when many Americans 
feared return the deflationary con- 
ditions the 1930’s, the opponents monet- 
ary policy restrictive enough halt price in- 
flation might touch off spiralling deflation. 
Since the Korean outbreak this argument has 
been modified. Few now fear serious deflat- 
ion during the rearmament period. The argu- 
ment now that restrictive general monetary 
policy would reduce the availability money 
not only for but also for re- 
armament and essential civilian purposes, 
thereby damaging the entire defense program. 
What needed, many have claimed, 
continued easy-money policy assure plenty 
low-cost money for rearmament, essential 
types private capital formation, and essential 
types consumer goods, but with special selec- 
tive controls hold down spending for non- 


Though the basic source the contro- 
over monetary policy the United States 
found the conflict among the objec- 
tives preventing inflation, facilitating Trea- 
sury finance, and promoting production and 
employment, the controversy has been intensi- 


fied disagreements the modus operandi 
and effectiveness monetary policy. this 
important and difficult subject there are many 
shades opinion. one extreme are numer- 
ous economists, Treasury officials, and others 
who believe that monetary restriction can exert 
significant anti-inflationary effect only 
produces very large increases interest rates. 
Those who take this position usually assume 
that restrictive policies operate only through 
interest rates, and that very large 
increases rates are required de- 
crease significantly the effective demand for 
credit. Moreover, many them believe that 
policy restrictive enough halt inflation, 
even retard appreciable extent, will 
seriously upset security markets and decrease 
employment and production. easy see 
why those adhering this position oppose the 
use general credit restriction. Many others, 
however, are much more optimistic the 
usefulness and feasibility restrictive policy. 
They believe that restrictive policy can 
effective restraint inflation without large 
increases interest rates, without large dec- 
lines the prices outstanding debt oblig- 
ations, and without serious downward pres- 
sures real output and employment. Though 
insisting that restrictive policy can success- 
ful only interest rates are free rise, they 
contend that the actual anti-inflationary effects 
are achieved largely through various credit- 
rationing devices used lenders reduce the 
availability credit rather than through the 
rise interest rates cost borrowing. 
Federal Reserve officials and others who share 
their belief have therefore maintained that 
monetary restriction can have beneficial effects 
inflation preventative without intolerably 
large increases interest rates and without 
serious declines the prices outstanding 
debt obligations. There still far from un- 
animous agreement this issue, but general 
opinion seems have shifted toward the 
Federal Reserve point view since 1950. 


General monetary policy during the 
rearmament period has also been strongly in- 
fluenced the continuing controversy over 
the relative roles general monetary policy, 
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selective credit controls, fiscal policy, and direct 
price and wage controls the overall eco- 
nomic mobilization and stabilization program. 
All parties the controversy have repeatedly 
affirmed their opposition inflation and have 
insisted that their conflicts reflect only differ- 
ences opinion the most appropriate 
means coping with the inflation problem. 
But they have differed widely the relative 
importance that they accorded the various 
methods. Some would rely largely one 
method; others would use two more 
them combination. Selective credit controls 
have been urged both substitute for general 
monetary restriction and supplement 
it. For example, the Council Economic 
Advisors urged the continuation policy 
low interest rates and highly liberal total 
supply credit but proposed the use selec- 
tive controls hold down spending for non- 
essential purposes. The Federal Reserve, 
the other hand, favors selective credit controls 
but only complement general credit 
restriction. The same true fiscal policy. 
some restrictive fiscal policy ade- 
quate substitute for other anti-inflation meas- 
ures; others but one part, though 
essential part, broader program. And com- 
peting with all these monetary and fiscal 
measures hold down total money demand 
are direct price and wage controls and other 
direct governmental controls over the produc- 
tion and use goods and services. few ex- 
tremists consider these direct controls 
appropriate and adequate substitutes for anti- 
inflationary fiscal and monetary measures; 
others make less extreme claims for them. 
There can little doubt that the widespread 
advocacy selective credit controls, fiscal 
policy, and direct controls over prices and 
wages has tended make more restrictive 
general monetary policy appear less urgently 
needed, thereby favoring the continuance 
easy-money policy. 


summary, monetary policy the 
United States since mid-1950 has been develop- 
ing amidst many multi-faceted controversies. 
These have (1) Controversies the 
objectives monetary policies the relative 
weights accorded inflation prevention, 
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holding down interest charges the na- 
tional debt and facilitating Treasury flotations, 
and assuring plenty low-cost money 
promote munitions production and essential 
types private capital formation and consu- 
mer goods. (2) Controversies the modus 
operandi and effects restrictive monetary 
policy the extent which interest rates 
would have increased retard inflation 
significant degree and the effects such 
policy security prices and output and 
employment. And (3) controversies the 
relative roles monetary policy and various 
other types measures the overall economic 
mobilization and stabilization program. The 
monetary policies the United States cannot 
understood without reference these con- 
tinuing controversies. 


troversial situation, the policies actually adopted 
have been compromises and they have shifted 
conditions changed. will useful 
sketch briefly the development these policies, 
dealing first with general monetary policies 
and leaving selective credit controls for later 
treatment. 

the time the Korean outbreak, dur- 
ing the entire period since about 1941, the 
Federal Reserve was implementing its mone- 
tary policy primarily through its purchases and 
sales government securities the open- 
market. general, bought and sold such 
way maintain the prices and yields 
these obligations levels agreed upon with 
the Treasury. With respect the long-term 
marketable issues, pegged their prices 
level somewhat above par; the long-term issues 
had not been permitted fall low par 
any time since before World War II, nor 
had the yields any marketable issue been 
allowed rise above per cent during the 
period. With respect short-term govern- 
ment obligations, the Federal Reserve held 
yields level agreed upon with the Treasury. 
June 1950 the yield 12-month maturities 
was about per cent. Almost immediately 
after the Korean outbreak the Federal Reserve 


and the Treasury began differ over the level 
short-term rates. The Federal Reserve want- 
allow these rates rise somewhat 
order combat the expansion credit and 
the price inflation that were already under 
way. The Treasury adamantly refused, insist- 
ing that rates should stabilized their 
existing level, that the Federal Reserve should 
avoid any course which would give rise 
belief that significant changes the pattern 
rates were under consideration and that 
should avoid any factor which 
would run the risk producing unsettlement 
the broad market for federal securities 
The Federal Reserve reluctantly acquiesced and 
the impasse continued, with rise interest 
rates, until mid-August 1950. that time, 
however, the controversy broke into the open 
when almost simultaneously the Federal Res- 
erve stated that would use all powers its 
disposal combat inflation and the Treasury 
announced its intention offering bil- 
lion new short-term securities rise 
yields. Neither side retreated. prevent the 
Treasury issue from failing, the Federal Reserve 
purchased all that was not taken pri- 
vate purchasers, which proved the major 
part, and sold the open-market large 
amounts its other holdings prices which 
represented higher yields. the end 1950 
yields 12-month Treasury issues had risen 
from 11/4 about 1.45 per cent. Faced with 
higher market rates fait accompli, the 
Treasury raised yields its later short-term 
issues. 

During the latter half 1950, and ap- 
parently into January, 1951, the controversy 
between the Federal Reserve and the Treasury 
was confined short-term interest rates. 
Though pressing for higher short-term yields, 
the Federal Reserve did not any time during 
this period suggest that long-term federal bonds 
permitted fall below par that yields 
the longest-term issues permitted rise 
above per cent. But the general level 
prices continued rise the Federal Reserve 
early 1951 became restive; proposed for 
the first time that prices long-term govern- 
ments permitted fall below par. this 
both the Treasury and the president were 
opposed. The Secretary the Treas- 
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ury publicly announced that marketable 
issue during the rearmament period would 
yield more than per cent, and the president 
personally requested the Federal Reserve 
cooperate with the Treasury. However, the 
Federal Reserve continued insist that some 
rise long-term well short-term yields 
was required. This controversy culminated 
the now-famous Federal 
cord March 1951. 

The principal terms this accord were 
follows: (1) order retire part the 
longest-term per cent marketable issues 
that were overhanging the market, the Treas- 
ury offered exchange for them new 
per cent, 29-year bond, redeemable the hol- 
der’s option before maturity only conversion 
into 5-year marketable Treasury note bearing 
per cent interest. The purpose this was, 
course, encourage long-term investors 
retain their holdings government securities 
and reduce the monetization the public 
debt. (2) was agreed that for period after 
the exchange offering was made public the 
Federal Reserve would purchase limited vo- 
lume the long-term securities, and would 
maintain orderly market conditions, but that 
such open-market purchases were made 
would scale-down prices. (3) The 
two agencies agreed that, in.order minimize 
monetization the debt, the Federal Reserve 
would immediately reduce discontinue its 
purchases short-term government securities 
and permit the short-term market adjust 
position which banks would depend 
borrowing the Federal Reserve make 
needed adjustments their reserve positions. 
was expected that during the remainder 
1951 the Federal Reserve discount rate, the 
absence compelling circumstances not them 
foreseen, would remain 134 per cent and 
that the Federal Reserve would operate such 
exchanges the refunding maturing Treas- 
ury issues. (4) Both agencies agreed hold 
more frequent conferences between their of- 
ficers and staffs order work out joint 
program government financing and 
maintaining orderly markets for government 
obligations. 
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This accord has been important 
turning-point American monetary policy. Un- 
der the Federal Reserve has not abandoned its 
concern for the government security market and 
will not permit any Treasury financing 
operation fail. But gone are the old fetishes 
par support and almost inflexibly low in- 
terest rates. has been shown that decline 
bond prices below par not inevitably fol- 
lowed panicky wave private selling and 
that some rise interest rates need not 
ruinous the Treasury. But most important 
all the acceptance the Treasury, how- 
ever reluctantly, the idea that restrictive 
general monetary policy useful device for 
combatting inflation. method promot- 
ing general economic stabilization, general mo- 
netary policy has least partially regained the 
position that had lost during the preceding 
decade. the absence total war seems 
highly unlikely that the Federal Reserve will 
revert policy pegging security prices 

and holding yields within such narrow limits 


characterized the 1942-1950 period. Further 
comments this subject will made later. 


Along with the rediscovery general 
monetary policy has come decreased emphasis 
selective credit controls. 1950 and early 
1951 selective credit controls had many propo- 
nents. Some, like the Federal Reserve, wanted 
them supplements general credit restric- 
tion; they did not consider them complete 
substitutes for more general restrictive measures. 
Others, like the Council Economic Advisers, 
considered these selective controls together with 
fiscal policy and direct price and wage controls 
adequate substitutes for general monetary 
restriction. Three types these selective credit 
controls have actually been employed. the 
autumn 1950 regulations consumer credit 
were reimposed. These established maximum 
loan values and maximum periods repay- 
ment for instalment credit used purchase 
selected types consumer durable goods. 
Similarly, the Federal Reserve set maximum 
loan values and maximum maturities credit 
extended for the purchase new residential 
construction. addition promulgating 
these two regulations which had the force 


law, the Federal Reserve gave its blessing 
voluntary credit restraint program which 
the principal participants were the commercial 
banks, insurance companies, 
banks, investment banks, and savings and loan 
associations. This was essentially selective 
credit control program. the one hand, 
encouraged its members make productive 
loans for essential purposes, assuring them 
that expansion such productive loans 
could not inflationary. the other hand, 
lenders were implored refuse loans for un- 
productive purposes and for the production 
nonessentials 

The three programs outlined above were 
actually adopted and put into operation. 
addition, however, there were 1950 and 
early 1951 many proposals for other selective 
credit controls. Some these were aimed 
discouraging banks from selling government 
securities order expand their loans 
private borrowers. For example, one set 
proposals would have required banks hold 
government securities equal least stated 
percentage their deposits. would 
have required banks hold reserves against 
their assets, with lower reserve requirements 
against assets the form government secu- 
rities. Some other proposals would have im- 
posed much more detailed controls over the 
types private loans made banks. 
member the Council Economic Advisers 
went far suggest that every bank 
brought under official credit rationing, with 
not only the total amount its credit but also 
the types its credit subject strict direct 
control the government. Though these pro- 
posals were not adopted they indicate the 
great importance attached selective credit 
controls 1950 and early 1951. 

Since about March 1951 the status selec- 
tive credit controls has declined markedly. 
Support for additional selective measures has 
virtually disappeared, some the selective con- 
trols imposed earlier have been removed, and 
those remaining are viewed with less approval. 
For this there have been several reasons. Most 
important, course, has been the decline 
inflationary pressures and the relatively plenti- 
ful supply civilian goods. The period since 
March 1951 has been one relative price sta- 
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bility and the expansion military production 
has not been accompanied the expected 
decrease goods and services for private con- 
sumption and investment purposes. Under 
these conditions there has been less need for 
selective controls either prevent inflation 
divert resources military purposes. re- 
newal inflationary pressures may well lead 
renewed support for selective credit controls. 
But the decreased emphasis selective measu- 
res has not been due exclusively the decline 
inflationary pressures. Another important 
factor has been the renewed availability ge- 
neral monetary policy 
weapon. Just the failure use general 
monetary restriction was important reason 
for the heavy emphasis selective credit con- 
trols the earlier period, the freeing gene- 
ral monetary policy from its earlier shackles 
has reduced the emphasis the more selective 
measures. Still another force has been the prac- 
tical difficulty encountered administering 
selective controls. These controls are opposed 
political powerful economic groups who feel 
their direct impact dealers automobiles and 
other consumer durables, financial institutions 
extending consumer and housing credit, the 
housing industry, and some consumers who feel 
that this type regulation unfair the 
lower-income groups who wish borrow and 
buy. These pressures have materialized le- 
gislation limiting the scope the Federal 
Reserve power utilize selective credit restric- 
tion, and other ways they make the System 
employ this device. addition, 
serious administrative difficulties are encoun- 
tered trying enforce selective controls 
thousands dealers who are not accustomed 
such regulations and are out sympathy 
with them. 

would dangerous conclude from the 
experience since early 1951 that selective credit 
controls will not play significant role 
future American monetary policy. renewal 
inflationary pressures would probably bring 
greater recourse these controls, especially 
the renewed inflation were accompanied 
conspicuous shortages consumer durable 
goods and housing. But appears unlikely 
that these will again proposed complete 


substitutes for general credit restriction; 
most they are likely considered sup- 
plements. 


Having surveyed briefly some the 
principal aspects United States monetary po- 
licy during the rearmament period, can now 
turn two more difficult questions. what 
extent has the general restriction credit been 
responsible for the arrest inflation? What 
will the nature United States monetary 
policy the future? 

the United States halted almost exactly 
the same time that the Treasury and the Fe- 
deral Reserve reached their accord early 
March, 1951 and the Federal Reserve began 
initiate more credit policy. 
Between June 1950 and the date the accord, 
the consumer price index had risen per cent 
and wholesale prices per cent. But during 
the following year consumer prices rose only 
per cent while wholesale prices actually 
declined per cent from their peak. few 
enthusiasts contend that this was due solely 
the new restrictive credit policy. This 
claiming too much for the mild credit restric- 
tion; many other forces were also work. 
Even before March 1951, business inventories 
had such extent that some 
manufacturers and merchants were becoming 
nervous about them. Inventories new dur- 
able goods the hands consumers had also 
grown, and many consumers were highly 
illiquid position result their earlier buy- 
ing spree. The continued availability large 
quantities civilian goods decreased fears 
acute shortages. The comprehensive wage and 
price freeze early 1951 reduced fears 
rapid wage-price spiral. this combination 
developments must least some part 
the credit for halting the price inflation and 
for preventing its resurgence during the fol- 
lowing year. Nevertheless, seems likely that 
the new restrictive credit policy has been help- 
ful, not only raising the cost and decreasing 
the credit but also creating 
more cautious attitude 
Having said this, however, one should add 
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that the inflationary pressures with which 
monetary policy has had cope have not been 
strong the period since March 1951. The 
effectiveness monetary policy means 
dealing with strong inflationary pressures has 
yet tested the United States. 


10. What will the nature United 
States monetary policy the future, assuming 
that succeed avoiding all-out war? 
large degree this will depend the extent 
inflationary pressures. inflationary pressures 
are quite weak, and especially conditions 
should become even mildly diflationary, one can 
fairly sure that relatively easy-money policy 
will followed. Because the Treasury’s 
desire for low interest rates and the national 
emphasis maintaining full employment, 
promoting capital formation, and expanding 
productivity, any error that made likely 
the easy-money side. 

more difficult predict what will hap- 
pen there should resurgence infla- 
tionary pressures. That general credit restric- 
tion will invoked sooner and more vigo- 
rously than the period immediately follow- 
ing the Korean outbreak seems highly likely. 
This partly because the March 1951 accord 
destroyed, least weakened markedly, the 
fetish par support, partly because the restric- 
tive credit policy believed have been help- 
ful stopping the inflation and holding 
under control, and partly because weak- 
ened faith the desirability and efficacy 
competing methods coping with inflationary 
pressures. Selective credit controls will prob- 
ably employed under these conditions, but 
their popularity has declined such extent 
that they will considered only supple- 
ments to, rather than substitutes for, general 
credit restriction. With taxes already levels 
considered very high for this country, the Con- 
gress will reluctant cope with inflation 
enacting further tax And the 
dangers and disadvantages relying largely 
direct price and wage controls are becoming 
increasingly evident. Because these circum- 
stances general credit restriction will probably 
called upon play active role con- 
trolling any new upsurge inflationary pres- 
sures. 


But how far are the Treasury and Federal 
Reserve willing restricting credit and 
permitting rise interest rates? speculat- 
ing this question well remember 
that inflationary pressures since the accord have 
been relatively weak and that the rise in- 
terest rates and the decrease bond prices 
have been, this time, within rather nar- 
row limits. Yields 12-month Treasury 
obligations have ranged between 1.25 and 1.9 
per cent, those the longest term marketable 
issues have ranged between 2.45 and 2.75 per 
cent, and the price non marketable govern- 
ment bond has declined much per 
cent below par. Larger changes have not been 
needed this time. Many Federal Reserve 
officials, especially those the New York Fe- 
deral Reserve Bank, have repeatedly stated their 
belief that large changes interest rates and 
bond prices are not needed cope with in- 
flationary pressures. They believe that relati- 
vely small actual changes, coupled with free- 
dom rates move still higher necessary, 
can generate enough uncertainty the market 
reduce the availability credit the 
quired extent. hoped that this theory 
will prove correct. so, the Federal 
Reserve will able achieve its purpose 
restricting adequately the availability credit 
for private uses without increasing greatly the 
Treasury’s interest costs and without large de- 
creases the capital values bonds. But this 
theory has not yet been put the acid test; 
since regaining its freedom allow bond prices 
fall below par the Federal Reserve has not 
had deal with really strong inflationary 
sures. and when does may find that 
much larger changes interest rates and bond 
prices will required make credit restriction 
adequately effective. this case the Treasury- 
Federal Reserve accord would face severe test. 
The Treasury still charged with the respon- 
sibility fixing the interest rates and other 
terms its new issues, and continues 
concern itself with the behavior the prices 
and yields its outstanding obligations. The 
Federal Reserve can not afford allow any new 
Treasury issue fail, and has repeatedly 
stated its intention maintaining order- 
market for government securities. But 
one knows how far the Treasury would agree 
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raising interest rates, and the definition 
«orderly» market remains somewhat 
vague. The latter clearly requires the prevention 
erratic and panicky movements that serve 
useful purpose. But does also include setting 
lower limit below which bond prices will not 
allowed decline even though the Federal 
Reserve would have make large 
chases over period time? there such 
lower limit, how far below par will be? 
Only future developments can answer these 
questions. 


11. summary, the rearmament period 
has witnessed the United States, many 
other countries, the rediscovery general credit 
restriction method coping with inflatio- 


nary pressures. During the months following 
the Korean outbreak the Federal Reserve 
struggled laboriously, and finally successfully, 
free itself from the easy-monery policy that 
had followed continuously for more than 
decade. Under the accord March 1951, the 
Federal Reserve gained much more freedon 
restrict credit. This has used moderate 
extent cope with only moderately powerful 
inflationary pressures. But the extent this 
freedom and the willingness the Federal 
Reserve use restrict credit remain 
tested resurgence inflationary pressures. 
Considerations relating Treasury financing 
and the promotion full employment, 
high rate private investment, and rising pro- 
ductivity remain important limitations 
the use general credit restriction fight 
price inflation. 


- 
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Banking Nigeria: Study Colonial Financial Evolution 


DAVID ROWAN 


Introduction. 


The original purpose this paper was 
examine the nature banking British 
colonial territories. Such subject, however, 
demands monograph rather than 
ticle (1). Therefore, order confine the 
discussion within practicable limits and, the 
same time, provide rather more than gen- 
eral description, has been necessary adopt 
less ambitious task. This paper therefore 
concerned primarily with the banking institut- 
ions Nigeria, lesser degree with Ni- 
geria’s monetary system whole, and only 
incidentally with the institutions which exist 
other colonial territories. 

first sight, might appear that thus 
restricting its scope, much the general in- 
terest our discussion has been lost. This 
not wholly the case. There are number 
features the Nigerian situation which are 
found other underdeveloped territories. 
Similarly, certain problems which are current- 
seen Nigeria have been experienced 
other colonies the past. Nigeria therefore 
provides particular example the evolution 
colonial banking and monetary system 
and, the same time, contemporary 
lustration the problems relating financial 
adaptation dependent territories possessing 
plural societies. 

Even within its narrowed scope, our subject 
raises certain problems. banking system 


(1) The literature colonial monetary and banking systems 

remains small, Reference may made, however, to: 

Monetary Systems the Colonies, published The 
Banker 1950; 

Imperial Banks, A.J.S. 

The British Colonial Currency System, G.L.M. 
sEN, Economic Journal April, 1944; 

Ceylon Currency and Banking, B.R. SHENoy. 


can properly understood isolation from 
the economy which part. Its full 
understanding and realistic appraisal thus re- 
quire knowledge economic, social, and 
even political factors. Detailed consideration 
these impossible. The more important 
features will emerge the discussion 
Throughout the paper, however, some allow- 
ance needs made for those economic and 
social forces which, for reasons space, are 
denied full consideration. 


The West African Currency System. 


contemporary conditions Nigeria 
plausible adopt the conventional course 
and define money consisting demand 
deposits with the commercial banks plus legal 
tender notes and coin». The total stock 
these assets the hands the public thus, 
any moment time, the quantity money 
the territory. 

Somewhat naturally, view the relative 
backwardness the territory, the ratio the 
former the latter component low. The 
composition the money supply recent 
years given Table 

The ratio bank money currency 
though small compared that prevailing 
(say) the United Kingdom, not unduly low 
when full allowance made for the low level 
per capita real income (2), the extreme 
dependence the economy peasant 
culture (3), and the comparatively recent 


(2) The only available estimate suggests that average 
capita income 1948 was approximately per annum 
1948 prices. 

(3) Nigeria’s main export crops are produced African 
peasant farmers. Plantation agriculture the Eastern pattern 
virtually non-existent. See Colonial Agricultural Production, 
Sir Pim, pp. 


emergence monetary economy. The re- 
lative importance bank money probably, 
the light these adverse factors, 
ascribed the dominant position occupied 
expatriate (and mainly British) enterprises 
most fields activity. Nevertheless, plain 
that currency remains the more important 
component the money supply and that the 
banking system is, yet, comparatively little 
developed (4). 


COMPOSITION AND TOTAL NIGERIAN 
MONEY SUPPLY 


(as 30th June each year 1944-1950) 


Currency| Cur- Cur- 


issued by| rency rency 
Officer Banks Public 


millions 


1944 13.56 0.98 6.34| 18.92 50.3 
1946 18.14 1.31 25.71 52.9 
1947 23.40 2.11 30.20 42.0 
1948 24.56 2.76 32.35 48.5 


1949 31.52 4-18 12.30| 39.64 45-4 


Sources: Column (2) Nigerian Currency Officer. 


Column (3) Statistics Department, Nigerian Govern- 
ment. 


Column do. do. 


West African currency (which common 
the Gold Coast, Sierra Leone, and the Gam- 
bia well Nigeria) issued the West 
African Currency Board, body specially set 
for the purposes currency issue and 
1912. 

The creation this Board was the result 
Report (5) issued Departmental Com- 
mittee Inquiry, presided over Lord Em- 
mott, which was appointed the Secretary 
State for the Colonies 1911. The im- 


(4) Keynes, the Treatise Money chapter VIII 
Section distinguishes four stages monetary evolution. 
Nigeria the second stage, where, Bank deposits are 
partly used means holding cash but are generally 
turned into notes when comes making payment 
There is, however, particularly the larger towns, some 
Progress towards the third stage which business transac- 
tions are mainly done cheque, the use notes being limited 
wage payments and petty cash 

(5) The Report was published Cd. 6426 1912. The 
Cd. 6427 1912. 
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mediate causes the Inquiry were two: 
the first place, imports into West Africa 
British token silver, which was the dominant 
(but not the only) form currency, had risen 
sharply 1909 and 1910 and persisted 
high level (6), circumstances which 
reawakened the earlier interest the Colonial 
Office and the Colonial Governments devis- 
ing system which would enable the colonies 
obtain share the seignorage profit aris- 
ing out the issue token coin (7); the 
second place, the Imperial Treasury had come 
dislike and mistrust the use British token 
coin which believed might well, the event 
crop failure the West Coast, re- 
patriated the United Kingdom large 
quantities, thus producing inconvenience 
home and, rather improbable circumstances, 
going discount vis vis gold (8). There 
was little desire for any fundamental change 
the system the part the mercantile 
community which, through number wit- 
nesses, expressed itself satisfied with the use 
British coin The traders did, however, 
feel the need for note issue facilitate re- 
mittances the Coast (10). 

The Committee sat London and, after 
hearing evidence from traders, bankers, Colon- 
ial officials, and representatives the Imperial 
Treasury and Royal reported that (11): 


(a) the existing system was unsound, 


(b) separate West African currency 
was desirable, 


(c) such currency should instituted 
and Board, under the control the Secretary 
State, set manage it. 

The Report was accepted and, have 
related, 1912 the West African Currency 
Board was appointed. 


(6) Imports British Sterling Silver into West Africa. 


Year Value 


Source: Cd. 6426 1912, Appendix III. 


(7) Cd. 6427. Evidence Sir George Fiddes. 
(8) Evidence Armitage Smith. 
(9) Cd. 6426, para 22. 

(10) Ibid., para. 38. 

(11) para. 65. 
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The Significance the 


The sense which the Board manages the 
West African currency supply very restricted. 
Essentially passive conversion device, the 
object which secure the convertibility 
West African currency into sterling 
fixed rate exchange. This object secured 


the following regulation (12). 


The Board shall issue its main centres 
Accra, Bathurst, Freetown, and Lagos the con- 
stituent territories any person who makes demand 
that behalf coin currency notes equivalent 
the value (at the rate twenty shillings West African 
currency one pound sterling) sums sterling 
lodged with the Board London. 

The Board shall pay any person who makes 
demand that behalf sterling London equivalent 
the value (calculated aforesaid) coin cur- 
rency notes lodged with the Board its aforesaid 
centres the constituent territories (13). 


From this regulation follows that any 
holder sterling can always obtain West 
African currency par. Moreover, any holder 
West African currency can, provided the 
Board’s sterling resources are adequate, obtain 
sterling par for his currency. Since the 
Board, practice, maintains reserve sterl- 
ing assets excess its total currency liabilit- 
ies, two way convertibility assured. Table 
shows the Board’s reserve position for each 
year since 1926. 

apparent from the regulation quoted 
that the Board not monetary authority 
any customary sense the phrase. has 
control over the volume currency supplies. 
Since does not lend the four colonial 
governments represents, there fiduciary 
element the currency supply (14). This 


(12) Secretary State’s Regulations Defining the Consti- 
tution, Duties and Powers the West African Currency 
dated 2nd Sept., 1949, published Appendix the Report 
the West African Currency Board for 1949 The Board 
empowered levy commission for such services not exceeding 
and fix minimum limit for the value such transac- 
tions. practice the Board deals almost exclusively with the 
two British banks. 

(13) The constituent territories are: Nigeria, the Gold Coast, 
Gambia and Sierra Leone. 

(14) The Board does not, rule, hold the securities 
the governments represents. occasion, has done so. The 
amounts, however, have been small and the securities have been 
obtained the London market. this point cf. also G.L.M. 
op. cit. 


situation plainly precludes independent 
monetary policy the part the colonial 
governments West Africa. 


CURRENCY LIABILITIES AND RESERVES 
WEST AFRICAN CURRENCY BOARD 


(1926-1950) 


Cur- Col. Cur- 

rency Reser- rency Reser- 
Year.| Liabi- ves (b) Liabi- ves (b) 


(a) Col. Currency circulation June each 
year, less market value silver West African Silver Coin. 
(b) Col. Total Assets shown Balance Sheet. 


West African Currency Board Annual Reports. 


The effect these arrangements secure 
convertibility is, course, provide West 
Africa with local token currency which bears 
fixed relation the pound sterling. The 
Board thus simple device for operating 
the sterling exchange standard and the West 
African pound merely the pound sterling 
another name. 

Beyond ensuring certain convertibility 
invariant rate exchange, the Board’s 
functions are limited to: 


investing the currency reserve, 


(b) arranging for the manufacture 
coin and notes, the withdrawal old cur- 
rency, and the maintenance stocks cur- 
rency centres West Africa, 

(c) allocating and disbursing the income 
from the reserves the four West African 
colonies involved, 

(d) maintaining the internal convertibil- 
ity notes into coin (15). 


(15) The Board has not been particularly successful this 
field. below, Section 


Col. 
Col. 
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have already seen that the Board not 
monetary authority and has control over 
the volume currency circulation. This 
means that must look elsewhere for the 
forces determining the money supply. The 
absence fiduciary element means that the 
colonial governments have control. This 
leaves only the commercial banks who, within 
the limits imposed their reserve position, 
can follow more less liberal credit policy 
and thus provide autonomous influence 
the money supply any colony. 

While obvious error assign the 
Board any fundamental importance 
monetary authority, the functions does per- 
form should not overlooked. Among the 
more important, the Board: 


(a) provides stable rate exchange vis 
vis sterling and hence, through sterling, 
with other important trading currencies; ser- 
vice which must great importance any 
territory largely dependent for development 
external capital and expatriate enterprise; 


(b) enables the West African colonies 
hold oversea reserves form which they 
earn income; 


(c) provides distinct body charged with 
the smooth operation and development the 
West African currency system. 


sum, the Board device which, 
virtue its administrative cheapness, offers 
once simple and inexpensive method 
operating the (sterling) exchange standard 
which, Keynes remarked, For countries 
which are small compared with their neigh- 
bours, and not contain international finan- 
cial centres great importance, .....may 


ideal (16). 


The Origin and Structure British Bank- 
ing Nigeria. 


Banking Nigeria was hardly technical 
possibility until barter had, some degree, 
given way trading conducted coin (17). 


(16) op. cit. 

(17) All trade Lagos was conducted coin the late 
See despatch Sir Henry McCallum the Secretary 
State, dated 4th August, 1897. 


This situation was developing the last de- 
cade the nineteenth century. Hence 
the African Banking Corporation 
iness Lagos (18). 

This early venture was closely connected 
with shipping interests. obtained mono- 
poly Government business and was ac- 
corded the sole right import coin from the 
Mint. Despite this found conditions difficult 
and remained operation only 1892. 
that year, its business appears have been 
taken over Elder Dempster’s, the shipping 
firm. 1894, response Government 
representations that the conduct official 
business required the separation the bank 
from Elder Dempster’s and the formation 
properly constituted joint stock company, 
Sir Alfred Jones, the chairman the former 
concern (19), formed the Bank British West 
Africa, which began life with nominal ca- 
pital 100,000 and paid capital 
only 12,000. 

Initially the bank seems have depended 
upon its monopoly 
and the commission earned the importation 
coin. Later, however, the use coin 
spread and trade developed, both processes 
being some measure due the bank’s ef- 
fective management the currency supply, 
began earn income through the extension 
trading credit, particularly the small 
(20). The success the bank cur- 
rency management may inferred from 
Table III, which shows the increase silver 
imports which followed its appearance 1894. 

1899, which time the Bank British 
West Africa was well established, the Bank 
Nigeria was formed. This concern, like its 
predecessor, was also British enterprise. 
was started largely with the object combat- 
ing the monopoly the former bank which 
(it was alleged), was abused order force 


(18) British traders, believing their interests bound 
with the maintenance barter opposed the introduction 
banking tooth and nail 

Sir Geary, Nigeria under British Rule, 62. 

(19) Sir Alfred Lewis Jones, K.C.M.G., 
41-42. 

(20) The Economic Revolution West Africa, 
and A.H, op. 
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traders ship goods through Elder Demp- 
ster’s one their associated lines (21). 
was absorbed the older concern, 
which maintained its monopoly position until 
1917, when the Colonial Bank opened bran- 
ches Lagos, Jos, Kano, and Port Harcourt. 


III 


BRITISH STERLING SILVER ISSUED WEST AFRICA 
FOR EACH YEAR 


Year 
1894 
1895 
1896 108,815 
1897 
1898 
1899 418,875 
1900 360,220 
1902 398,750 
1903 253,625 
1904 363,025 
1905 143,800 
1906 506,600 
1907 700,400 
1908 194-900 
1909 669,600 
1,259,450 
874,850 


Source: Appendix III Report Departmental Committee 
appointed inquire into Matters affecting the Currency the 
British West African Colonies and Protectorates. Cd. 6426 
1912. 


The post war period was one amal- 
gamations among British banks. This process 
affected not only joint stock banks the 
United Kingdom but British banks operating 
the Colonies and Dominions. Neither the 
Bank British West Africa nor the Colonial 
Bank was left untouched. 

1919, Lloyds Bank, one the largest 
the big five acquired substantial share- 
holding the Bank British West Africa, 
and exchange directors took place be- 
tween the two institutions (22). 1920, fresh 
issue the bank’s shares was made, 100,000 
being divided between the Westminster Bank, 
the National Provincial Bank, and the Stand- 
ard Bank South Africa (23). This left the 
Bank British West Africa closely integrated 


(21) A.J.S. The Imperial Banks, chapter 
(22) Ibid., chapter VI. 
(23) chapter VI. 


with three the five largest British clearing 
banks and with important Dominion in- 
stitution. This process integration has now 
been carried stage further means inter- 
locking directorships through which the Bank 
British West Africa has further connections 
with the Midland Bank, Coutts and Co., and 
the Yorkshire Penny Bank. 

The Colonial Bank was similarly affected. 
1926, was amalgamated with the Anglo. 
Egyptian Bank and the National Bank 
South Africa form new concern, Barclays 
Bank (Dominion, Colonial and 
This bank is, course, closely associated with 
Barclays Bank itself. has further relation- 
ships, means interlocking directorates, 
with Barclays Bank (Canada), Barclays Bank 
(Foreign), the Eastern Bank, the Bank 
Australasia, the British Linen Bank, the 
Union Discount Co., and the E.D. Sassoon 
Banking Co. 

The amalgamations which followed the 
end World War then left both banks 
operating Nigeria part the closely knit 
Commonwealth banking structure with 
centre London. They themselves maintain- 
both head offices and boards directors 
the City and their post war structure, which 
emerged from the amalgamation movement, 
strengthened their ties with British joint stock 
banking and the London money market. 

not simple matter give precise 
dogmatic statement the consequences, 
terms banking behaviour, which flow from 
the close London associations Nigeria’s two 
main banks. seems, however, reasonable 
infer that the latter must have facilitated trade 
both between Nigeria and the United King- 
dom and Nigeria and the Commonwealth. 
The connections with the big five not only 
provided fresh capital, they also gave the banks 
additional financial strength. is, for example, 
difficult imagine that Lloyds would fail 
assist the Bank British West Africa the 
latter bank’s resources proved insufficient for 
the finance its West African business. The 
increased integration with United Kingdom 
banking may also have strengthened the banks’ 


willingness invest funds outside the colonial 


areas (24) while, the same time, producing 
somewhat imperialist attitude the colonial 
territories. These suggestions, however, must 
remain tentative since they are hardly capable 
statistical verification. 

the case Barclays (D.C. O.), amal- 
gamation provided certain additional gains. 
Operating does many areas with dif- 
fering seasonal demands for funds, the head 
office the bank able effect economies 
through the inter regional transfers resour- 
ces (25) and, the same time, obtain wide 
spread risks. Further gains may come from 
economies the fields management and 
administration, though these are less certain. 

The broad features the structure the 
British banks operating Nigeria are clear. 
They can summarised follows: 


(a) Both banks are owned Britain and 
maintain head offices and boards directors 
London; 


(b) both are intimately connected with 
the largest British clearing banks; 


(c) both are part the closely integrated 
Commonwealth banking structure; 


(d) one (Barclays) operates number 
regions and its Nigerian (and West African) 
business part its total. 


(24) the following quotation referring banks the 


further factor militating against the development 
local capital markets has been the ability financial institu- 
tions, and not least the banks, rely upon London (or the 
case Canadian institutions, New York) repository 
second line reserves... 

The tendency concentrate dealings marketable securities 
London has doubt been accentuated the fact that several 
the more important banks operating the Dominions have 
been largely owned and directed London. These banks are 
intertwined and, through their directorates, interlocked with 
large and powerful section London finance. almost 
inevitable that the directorates should have taken imperialist 
attitude towards the erstwhile colonies, indeed clear that 
some the leaders still so; and such attitude could 
hardly conducive the financial autonomy the Dominions 
the independent development their capital markets 

A.F.W. Central Banking the British Domi- 

(25) 1926, the occasion the amalgamation, the 
following statement was made through the co-ordination 
our resources meet the seasonal requirement the various 
Position utilise our funds the most practical and useful 
manner Quoted Banking Centenary, privately published 
Barclays (D.C. O.). 
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shall need remember these features 
when, the following sections, come 
consider the Nigerian business the banks. 


British Banking Nigeria. 


There are present groups banks operat- 
ing Nigeria; the expatriate and the in- 
digenous. For all practical purposes the former 
group, which controls perhaps Niger- 
ian bank deposits, consists the two British 
banks discussed the previous section, which 
maintain branches towns the ter- 
ritory (26). 

Nigeria is, course, both politically and 
economically dependent territory. the ab- 
sence any reliable statistics regarding the 
national income impossible more 
than estimate the importance exports 
the total. probable, however, that they 
amount least (27). Export econo- 
mies, particularly those dependent the ex- 
port primary products, are notoriously sus- 
ceptible externally generated fluctuations 
income (28). Moreover, they differ from 
developed economies that booms, caused 
increased export values, are associated with 
increasing liquidity. Since, have already 
seen, the commercial banks are the effective 
managers the territory’s money supply, the 


(26) Excludes Victoria the Cameroons. 

(27) The only available estimate suggests figure slightly 
higher than this. cannot, however, treated with much 
confidence. Dr. A.J. Brown suggests that exports were third 
average national income from 1929-1937 (income valued 
Nigerian prices). Mining, Commerce and Finance Nigeria», 
234- 

(28) precise estimate the extent those fluctuations 
the past can given. The use series ourrency issued 
and import values substitute criteria suggests, however, that 
they were large. 


Currency 


ssued 
3-89 6.34 


(a) Excludes imports currency. 

Source: Column (2) Nigerian Currency Officer’s Ledgers: 
Figures extracted the writer. Column (3) Nigerian Trade 
Reports 1921 and 1939. 
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first point interest the behaviour the 
British banks whether not they add 
banking element externally generated in- 
come oscillations (29). 

The capacity the banks expand credit 
Nigeria response any given increase 
reserves depends upon the monetary habits 
the public and their propensities save, im- 
port, and invest. This can easily seen 
assuming that any increase advances leads 
increase domestic investment activity. 
This, turn will generate rise domestic 
incomes, induced increase imports lead- 
ing loss banking reserves overseas, and 
drain cash from the bank the public. 
For any given change reserves, the amount 
which the banks can increase credit will 
greater (smaller) the smaller (greater) the 
marginal propensity import and the smaller 
(greater) the community’s desire hold 
money balances the form currency rather 
than deposits (30). Nigeria, both these fac- 
tors are unfavourable. The marginal propen- 
sity import likely large (31) while 
currency forms the greater part the money 
supply the community. consequence 
the banks’ capacity expand credit not 
likely very great. 

Plainly, however, this last statement de- 
pends upon the magnitude the change 
reserves. This may, boom such that 
1936-1937, severe. more importance, 
however, than the banks’ capacity expand 
credit response given change reserves 
their willingness so. 

shall see later, Nigeria offers the 
banks comparatively restricted field for lend- 
ing. Thus, short extending credit bor- 
rowers hitherto regarded too risky, the 
banks are likely unable expand their 
advances. Moreover, there considerable evid- 
ence which suggests that expatriate banks 
operating underdeveloped territories possess- 
ing plural societies, and maintaining head of- 


(29) The possible existence banking accelerator 
dependent territories discussed C.G. The 
Instability Dependent Economy, pp. 8-9. 

(30) This assumes the remaining marginal propensities 
given. 

(31) This inference from the composition and beha- 
viour imports. statistical evidence exists beyond the 
rapid respouse import values changes exports. 


fices financial centres abroad, are likely 
acquiesce rising liquidity booms, and, 
some extent, falling liquidity recessions 
without indulging credit creation con- 
traction any large degree (32). thus not 
unreasonable expect the British banks 
Nigeria, far from adding to-delete endogen- 
ous banking element externally generated in- 
come fluctuations, minimise them 
vely absorbing and releasing oversea assets. 
this expectation justified, shall find that 
the volume money Nigeria determined 
the balance payments and that the be- 
haviour the banks tends towards that the 
West African Currency Board (33). 

There are few banking statistics which 
enable check this view. The figures avail- 
able, which cover only the years 1943 1950 
do, however, suggest that changes the 
money supply have been due almost entirely 
changes the balance payments and 
that, general, the banks’ influence has been 
(See Table IV). 

This table needs not detain long. The 
final column shows that the increases the 
oversea assets the Board and the banks 
all years accounted for the greater part the 
increase aggregate bank deposits and cur- 
rency the hands the public. the total 
increase the money supply the period 
21.4 millions), the growth bank advances 
1.9 millions) accounted for less than 
while 1943-4, 1944-5 and 1945-6, the in- 
crease bank advances was less than the in- 
crease savings and time deposits, implying 
that the banks those years sterilised resour- 
ces (33). The table thus emphasises both the 
degree which the money supply deter- 
mined the balance payments and the 
comparatively small influence the banks. 
The banks, however, were means en- 
tirely passive. The net increase bank ad- 
vances was approximately the total 
change deposits, but this partly ac- 
counted for the fact that, 1943, the aver- 
age ratio Nigerian advances Nigerian 
deposits was only figure which must 


(32) op. cit., pp. 6-7. 

(33) the limiting case, that is, the banks were wholly 
passive, the quantity money would determined the 
balance payments. 
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regarded unusually low and offering 
strong incentives for expansion (34). the 
end the third quarter 1950, this ratio 
had recovered view the earlier 
position this expansion must regarded 
moderate and the banks’ attitude approx- 
imate conformity with our earlier arguments, 


(a) they determine, within limits, the 
quantity money the economy; 

(b) they act intermediaries the 
mobilisation and investment domestic sav- 
ings; 

(c) they provide number ancillary 
financial services. 


ORIGIN CHANGES NIGERIAN MONEY SUPPLY 


Changes Money Supply 
Non- Mone- 
Currency 


with Public 


tary Bank 
Deposits 


1943-44 972 
1944-45 1883 
1945-46 2674 
1946-47 2978 
1613 
1948-49 3720 
1949-50 2983 
Total change 
1943-1950 


1087 


Sources: Col. 
Series. Dept. Statistics). 


Changes Changes Principal Bank Assets Change Change Change 


money sup-| Col. due 
ply due change 
change 
Advances 


Sterling 
Loans and Assets held 
Board 


Net 
Overseas 
Assets Advances 


(8) 


Currency issued (from Nigerian Currency Officer) less ourrency held the Banks. (Quarterly Banking 


Col. Quarterly Banking Series. Dept. Statistics, Lagos. 
do. 


Cols. 
Col. Column plus Column 


Note: Cols. plus plus not add Cols. plus since certain assets and liabilities have been excluded. 


which suggested that they would tend 
passive the face increase reserves. 
This turn suggests that the banks are passive 
the cycle and that, though bank policy, 
together with the balance payments, deter- 
mines the quantity money Nigeria, 
the latter variable which is, practice, the 
more important. 

The commercial banks Nigeria perform 
three functions 


(34) For the whole period the increase non monetary 
those held other than demand) was 
1,087,000, against the increase advances 1,915,000. 
The net injection the banks was therefore 828,000, 
small sum compared with increase deposits 7,606,000, 
the increase the total money supply 21.4 millions, and 
the injections provided the increased values exports. Thus 
the net increase domestic money supply the banks was 
less than the change deposits and less than 
the total change the money supply. 


Our discussion above suggests that the quan- 
titative influence the banks the money 
supply not very important and that, the 
cycle, they will tend stabilise rather than 
add endogenous element oscillations 
income. 


The British Banks Intermediaries. 


Table shows the principal liabilities and 
assets the British banks 30th June 
each year from 1948 1950. 

The capacity commercial banks mo- 
bilise savings depends upon their accessibility 
and the inducements they can offer savers 
hold savings the form deposits. The 
accessibility banking system depends upon 
the number branches maintains and its 


Year 
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BRITISH BANKS NIGERIA 


(Aggregate Position certain Liabilities and Assets 
30th June each year 1948-1950) 


Liabilities Assets 
(Aggregate 


Deposits) Loans 


Advances 


Cash 


Assets 


13,661 2,716 10,290 805 


4,089 


2,688 


15,357 


1,726 


Sources: Columns and obtained subtracting annual 
figures for National Bank Nigeria from aggregate figures for 
all banks. 

Column obtained subtracting balances due banks 
abroad from balances due from banks abroad including 
Head Office, and sterling bills discounted 


willingness accept the type deposits the 
public wishes make. Average per capita real 
incomes are low Nigeria. Many Africans 
wish operate accounts (nominally savings 
accounts) which the average balance 
small and the number transactions high. 
Such accounts are only worth while the 
yield obtainable marginal increments the 
asset portfolio sufficiently high offset the 
increase administrative and interest costs 
resulting from such accounts. Table above 
does not suggest high yields marginal in- 
crements total assets, the bulk which 
consist cash (the yield which zero) 
sterling assets (the yield which tends 
low). thus hardly profitable for the British 
banks accept this type deposit (35). More- 
over, not profitable for the banks offer 
attractive interest rates even for genuine sav- 
ings deposits since they find difficulty mak- 
ing use the funds available outside the Lon- 
don market which rates, comparison 
with the chronic shortage capital prevailing 


(35) seems possible that the British banks Nigeria, like 
those certain territories the Far East, actually discourage 
the deposit funds even comparatively large amounts. 
Cf. Report the Mobilisation Domestic Capital through 
Financial Institutions the ECAFE Region U.N./E./C.N./ 
pp. 150-151. 

(36) fact they offer and rates which are plainly 
determined the yield short money London, and which 
are wholly unrelated African conditions. Some idea the 
shortage capital Nigeria given the fact that the 


see how these conditions militate against the 
effective mobilisation domestic savings 
the British banks both diminishing access- 
ibility and reducing the banks’ capacity 
rates interest related Nigerian con- 
ditions. 

lenders, the banks are engaged only 
relatively small extent financing local en- 
terprises. The bulk their funds invested are 
through London (37). There are statistics 
which enable analyse the distribution 
credit. Since the seasonal movement advan- 
ces comparatively large, is, however, ob- 
vious that the main demand for advances 
comes from firms engaged the collection 
and marketing Nigeria’s export crops. This 
indeed the banks’ principal business (38). 

The smallness the advances portfolio 
reflects the lack local borrowers acceptable 
the banks. general, the banks are chary 
finance mainly for expatriate enterprises. There 
are number reasons for this. Africans 
group, enjoy high reputation for 
commercial integrity. Their businesses are usu- 
ally small, lacking fixed capital assets, run 
family basis, and maintaining only very 
scanty and imperfect accounts. Africans, more- 
over, experience difficulty meeting the 


(37) the following regarding Burma: 

Thus Burma, underdeveloped country with low in- 
come, habits hoarding and consequently very few funds 
available for capital formation, found that those few funds 
collected the country (by the banks), which might have been 
used for economic development, were partly diverted abroad, 
mostly India 

Report Mobilisation Domestic Capital through 
Financial Institutions the E.C.A.F.E. Region U.N./E./ 
pp. 150-151. 

(38) Such advances are mainly expatriate business. Cf. 
the following quotation from Banking Centenary 

banking facilities not arise until the produce has 
been reaped and put into store which time under the 
control European houses and firms, which frequently take 
advances from the bank against 

The passage refers West Africa. 

The provision seasonal finance naturally involves the 
banks providing corresponding seasonal elasticity the 
money supply. They are, most circumstances, able 
this relatively cheaply because their close connections with 
the London money market which funds can safely 
invested between seasons. Low bill rates London coupled 
with the transfer charges imposed the Currency Board tend 
diminish this connection and hence lower the advantage 
offered the London market. This increases the cost the 
flexibility provided the banks. Their services this field 
remain, however, considerable importance. 
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banks’ security requirements. Their only se- 
curity consists, many cases, land and 
house property. British bankers are tradition- 
ally opposed mortgage lending 
against property mortgages Nigeria are 
rendered even less attractive than usual 
complications regarding the establishment 
title. additional difficulty introduced 
the fact that the British executives the 
banks mix socially only limited extent 
with their African customers. Hence they are 
not always very fully informed regarding the 
standing individual applicants for credit. 
These reasons have far sufficed keep ad- 
vances Africans small and hence restrict the 
advances portfolio whole. 

Two conclusions can drawn from this 
brief outline. First, the British banks are not 
effective either the task mobilising do- 
mestic savings lending those savings 
locally. Second, they derive comparatively 
small part their income from the finance 
local enterprise. 


The Provision other Banking Services. 


The British banks originally came Ni- 
geria provide banking services for Govern- 
ment and the British enterprises already estab- 
lished there. Those enterprises were mainly 


engaged the export and import trade the 


territory (39). large part the banks’ in- 
come still obtained from services connected 
with external trade, particularly the remittance 
funds and from London. With the expan- 
sion their branch systems, the banks became 
able earn additional income from the 
remittance funds internally. 

Nigeria’s external trade conducted 
sterling. Since the banks are primarily in- 
terested it, they are under the necessity 
maintaining considerable working balances 
London the form liquid short term assets. 
The asset distribution shown Table there- 
fore reflects this need for working balances 
well the shortage acceptable local bor- 
Nigeria. 


(39) This remains true despite the hostility with which they 
were met certain traders. Cf. note above. 


The British banks provide the communities 
they serve with most forms banking 
The charges made for these are, the absolute 
sense, high. Remittances between branches 
Nigeria, for example, may cost much 
circumstance which leads the off- 
setting transactions trading firms and 
the movement currency lorry and even 
aicraft. The magnitude these charges is, 
part, due the fact that the banks, taken 
together, have only restricted opportunities for 
earning income through the extension trad- 
ing credit (40), part the fact that the 
banks appear act collaborators rather than 
competitors (41), and part the costs as- 
sociated with the movement currency be- 
tween branches (42). 

obvious that, since their branches 
Nigeria are few and cover only towns, the 
British banks provide remittance facilities only 
between the largest trading centres. general, 
can said that the supply financial ser- 
vices the British banks restricted those 
towns which are important from the point 
view expatriate enterprise Government. 
this field also, the behaviour the British 
banks Nigeria similar that the ex- 
change the East (43). 


The British Banks Summary. 


The discussion the three preceeding sec- 
tions has suggested that the principal character- 
istics the British banks Nigeria are that: 


(a) they perform functions broadly similar 
those the exchange banks the East; 


(40) The recent Report Banking Conditions the Gold 
Coast states this connection: The banks justified these high 
rates the grounds that the costs keeping their branches 
funds, which large proportion the form coin. 
very high involving lorry hire, pay guards, insurance 
premiums, and handling charges, which the cost coin 
bags important factor. was also pointed out that the 
scope for making profits the country very limited and 
that exchange charges remittances provide one the few 
sources profit which enable the banks operate the branches 
without incurring actual loss (para. 123). 

(41) This view widely held, and not only Africans. 

(42) See note above. 

(43) For description Exchange Banking consult the 
Report the Ceylon Banking Commission, Sessional Paper 
1934. 
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(b) they are mainly concerned with the 
financial needs Government and expatriate 
enterprise; 

(c) they are ill adapted the mobilis- 
ation African savings and the extension 
the use banks Africans; 


(d) they follow conservative advances 
policy which limits their use the develop- 
ment African enterprise; 


their credit policy the cycle not 
likely add endogenous element exo- 
genously generated fluctuations; 


(f) the bulk their resources are invested 
through London; 


(g) considerable part their income 
derived from the provision internal and ex- 
ternal remittance facilities for which charges 
are high; 

(h) their main role lenders consists 
the finance expatriate enterprise engaged 
the collection export crops and the wholesale 
import trade. 


The Pre-War Monetary and Banking System 


the formative years British banking 
Nigeria and the West African currency 
system, colonial territories were looked upon 
less embryonic nations which was desir- 
able, time, raise state relative 
political and economic independence, and 
more areas which British enterprise 
found convenient grow crops and mine 
minerals which, for climatic geological re- 
asons, could not grown mined Britain. 
The following quotation expresses this point 
view (44). 


There class trading and exporting com- 
munities which few words explanation seem 
required. These are hardly looked upon 
countries, carrying exchange commodities 
with other countries, but more properly outlying 
agricultural manufacturing establishments belong- 
ing larger community. Our West India colonies 
for example cannot regarded countries with 
productive capital their own... the West Indies, 
are the place where England finds convenient 
carry the production sugar, coffee, and few 
other tropical commodities 


(44) Principles Political Economy, pp. 685-6. 
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There can little doubt that the case 
Nigeria, least until the inter war years, this 
description was broadly accurate. The eco- 
nomy therefore needed monetary system 
which facilitated external trade and the import 
and export British capital. The original 
method using British token coin was, 
course, admirably adapted these purposes, 
The arrival the Bank British West Africa 
1894 reflected the emerging need Govern- 
ment and British traders for more efficient 
currency management and institution spe- 
cialising financial services, but denoted 
fundamental change. 

The activities the banks between 
and hastened the emergence monet- 
ary economy and contributed not little 
the expansion the West African trade. 

The West African Currency Board, which 
was the offspring marriage convenience 
between the Imperial Treasury and the Colo- 
nial Office, did nothing alter the funda- 
mental nature the system. The Emmott 
Committee throughout its enquiry was preoc- 
cupied with reconciling the claims British 
traders and two British Government Depart- 
ments. The economies West Africa 
mained dependent British capital and Brit- 
ish enterprise. Their employment necessitated 
local currency whose value, terms sterl- 
ing, would remain stable. The West African 
Currency Board was devised principally 
ensure that convertibility into sterling par 
would never doubt (45). British trading 
interests needed issue currency notes 
facilitate remittances the Coast (46). The 
Emmott Committee recommended such 
issue (47). The Colonial Office required 
rency system which would enable the Colonial 
Governments obtain share the profits 
arising from the issue token coinage (48). 


(45) Cd. 6426, paras. 15-18. 

(46) Evidence Pickering Cd. 6427. 
Evidence D.W. Paterson. Ibid. 972. 
Evidence Sir George Fiddes. 49-53- 
Evidence G.B. Zocharis. Ibid. 

(47) Cd. 6426, para. 65, sub-para 10. 

(48) Evidence Sir George Fiddes. Cd. 6427. 

61-65. 


Banking Nigeria: Colonial Financial Evolution 169 


This, too, the Currency Board provided. Thus, 
the Emmot Committee Report 
conciled the needs British Colonial Govern- 
ments and the British trading and banking 
enterprises. 

The Committee was, however, little in- 
terested matters connected with the develop- 
ment internal trade (49). did not for 
example, provide the Gold Coast with small 
denomination currency which had long re- 
quired (50). Nor were its recommendations 
regard the means maintaining the internal 
convertibility notes into coin very effective 
practice. 

This lack concern with 
blems was also feature the Board’s oper- 
ations. The convertibility notes outside 
those large trading centres which possess bran- 
ches the British banks has always been im- 
perfect (51). occasions convertibility has 
broken down altogether. The Board’s willing- 
ness transfer currency free charge 
restricted few towns. This leads high 
remittance rates, circumstance which prob- 
ably retards the expansion internal trading. 
The former difficulties, though they affect the 
expatriate trading concerns, cause them less 
inconvenience the whole than they cause 
Africans, who handle the bulk the distribut- 
ion imported goods from the towns the 
villages, and bring the bulk the agricultural 
produce from the villages the towns. 

The preoccupation the Currency Board 
was external convertibility and this 
counterpart the preoccupation the British 
banks with the needs expatriate enterprise. 
This was natural enough, was the attitude 
the Board, long was reasonable 
Nigeria place where England 
found convenient carry the production 


(49) The Committee recommended (Cd. 6426, para. 62), 
that the Board should London amongst other reasons 
because would have the advantage being touch with 
the principals the West African banking and mercantile 

(50) Cd. 6427. Evidence Major Bryan. 280. 

(51) H.L. Ward Price refers pound notes being bought 
Were discount varying between the African 
market Benin City. See also, Sir Geary, op. cit. 


cocoa, groundnuts, palm oil and few other 
tropical commodities and assume, implicitly, 
that could not easily developed, economic- 
ally and politically, into country carrying 
exchange commodities with other 
countries 

the last twenty years, however, Nigeria 
has made great progress, not only politically 
but economically. the political sphere, the 
benefits British administration have created, 
not Nigerian nation, force best described 
Nigerian nationalism. Economically, despite 
cyclical vicissitudes, Nigeria has also progress- 
ed. Africans have absorbed European techni- 
ques, widened their commercial knowledge, 
and generated commercial ambitions. the 
impact these newly emerging economic am- 
bitions upon banking structure primarily 
adapted the satisfaction expatriate needs 
that has produced the present banking situat- 
ion, and which has led the recent suggestion 
that Nigeria should establish central banking 
institution its own (52). 


10. Financial Evolution: Two Comparisons. 


Changing economic circumstances need 
developing and flexible financial structure. 
The earlier sections this paper have at- 
tempted show how the existing currency 
and banking systems Nigeria have evolved 
since the last decade the nineteenth century, 
point out that their nature results the 
territory lacking monetary autonomy, sug- 
gest that such development has taken place 
has done response the needs ex- 
patriate (mainly British) enterprise, using ex- 
patriate (mainly British) capital, and hint 
that, from the point view domestic 
capital formation through African enterprise, 
the system the West African Currency 
Board buttressed the two British banks, 
might not ideal. The fundamental need is, 
course, modify the banking system 
such way allow indigenous enterprise 
play its proper part Nigerian develop- 
ment. This same view was put very forcefully 


(52) motion requiring examination this question was 
passed the recent session the Central Legislature held 
early 1952. 
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the Ceylon Banking Commissioners their 
Report 1934, who wrote (53). 


was considered essential for the attainment 
the goal economic freedom that the public 
should have adequate financial assistance, 
enable indigenous capital and enterprise participate 
more actively the trade and industries the 
country and, particular, cultivate and expand 
the home market preference the export markets. 
The prevailing banking system, primarily designed 
foster economic development requisitioning the 
aid non-indigenous capital and enterprise, proved 
ill adapted, the very nature its structure, 
offer such facilities 


The Ceylonese Commissioners also gave 
very clear account the difficulties which 
would arise the banking system was unable 


adapt itself (54). 


The social and economic conditions prog- 
ressive community constantly alter and develop; and 
its banking system, which forms essential part 
the economic structure the country, must continu- 
ally adjust itself the changing conditions. The 
ability banking system achieve such adjust- 
ments depends partly upon the elasticity its struc- 
ture and partly upon the rate change the econo- 
mic environments. Wherever the banking system 
unable, for some reason other, adapt itself 
progressive conditions, discontent prevails 
country, and this generally results demand for 
public enquiry regarding the adequacy otherwise 
the existing banking system 


How accurate the Ceylonese Commissioners 
were their prophecies may judged from 
the fact that, 1951, Sir Cecil Trevor carried 
out enquiry into banking conditions the 
Gold Coast, which not only revealed situat- 
ion almost identical with that have des- 
cribed Nigeria, but also noted African dis- 
satisfaction with the banking facilities, and 
recorded African complaints discrimination 
the part the British banks (55). 

The situation described the Report 
the Ceylon Banking Commission, like that 
currently prevailing the Gold Coast, was 
broadly similar that have described 
existing Nigeria before World War II. 
There, too, the expatriate banks were mainly 


(53) Report Ceylon Banking Commission, para. 
(54) para. 
(55) Gold Coast Report, paras. and 103. 


concerned finance European enterprises en- 
gaged external trade (56), 
credit for Ceylonese only very strict con- 
ditions (57). Most the banks’ branches were 
located Colombo (58); facilities for internal 
remittances were rudimentary and expen- 
sive (59); there was little contact between 
expatriate bankers and their Ceylonese 
clients (60); and there were widespread 
gations discrimination against the Ceylonese 
the part the banks (61). The Commis- 
sioners sought modify this situation through 
the creation, under Government auspices, 
bank, compete with the expatriate banks, en- 
courage the development other local banks, 
and generally attempt meet the demands 
the indigenous community (62). 

Faced with broadly similar situation 
the Gold Coast, Sir Cecil Trevor’s Report re- 
commends the creation government bank 
commercial lines with the objects meet- 
ing the needs African enterprise and spread- 
ing the banking habit among the indigenous 
population (63). Nigeria, banking adapta- 
tion has, subject certain qualifications, been 
brought about through African initiative and 
enterprise. 


11. The Adaptation the Nigerian Banking 
Structure. 


the absence commercial banks able 
satisfy their needs, Africans traders and 
businessmen were forced borrow from the 
money lenders who, source capital, 
were both uncertain and expensive particu- 
larly the latter (64). This situation undoub- 
tedly gave rise much bitterness. Africans 


(56) Report Ceylon Banking Commission, paras. 119 
and 295. 

(57) para. 119. 

(58) Idid., para. 95. 

(59) paras. 299 and 303. 

(60) para. 119. 

(61) Ibid., paras. 108 and 109. 

(62) Ibid., paras. 279-303. The original proposals were bold 
and unorthodox. Orthodoxy was finally imposed from London. 
See Ceylon Sessional Paper 1937. 

Cf. also B.R. op. cit. 

(63) Gold Coast Report, paras. 155 and 104. 

(64) This was one the main complaints Ceylon. 
recurs the Gold Coast Report (para. 49). 


were, indeed, particularly incensed the 
financial advantages enjoyed Syrians and 
Levantines (65) and accused the banks fol- 
racially discriminatory credit policy. 
The truth, course, was that Africans were 
not borrowers for the reasons 
have outlined earlier, and their capacity 
make use the services provided the 
British banks was decidedly limited. Unlike 
Ceylon and the Gold Coast, however, Nigeria 
did not indulge enquiry into the oper- 
ations the banking system. Instead Africans 
made repeated attempts establish banks 
their own. 

The first attempt operate indigenous 
bank Nigeria was made 1929. second 
followed its failure 1931. 1933, time 
when the second institution was plainly ex- 
periencing difficulties, the National Bank 
Nigeria was formed. Despite these persistent 
efforts, however, little headway was made 
prior the outbreak World War and, 
1939, deposits with the National Bank, 
which alone survived, were only little over 
10,000, while paid capital was 4,707. 

The wartime inflation and its extension 
into the post war period both gave consider- 
able stimulus African banking. The expan- 
sion which resulted summarised Table VI. 

This table makes plain that Nigeria has 
experienced banking boom considerable 
intensity dimensions (66). For our pur- 
poses, however, the banking boom less 
interest than the character the institutions 
which have arisen its consequence. 

The most important function which Afri- 
can banks were asked perform was that 
called Lavington capital transportation 
this effectively entailed the banks being 
able mobilise African savings and relend 
them African borrowers 
ability but lacked the collateral necessary 
make them acceptable the British banks. 

African banks have made use aggressive 
tactics the pursuit deposits. Not only have 


(65) Mining, Commerce, and Finance Nigeria, 101. 
Much this bitterness still remains. The accusations discri- 
mination were probably, the main, not their entirety, 
unfounded. 

(66) This boom discussed some detail article 
The Banker October 1951. 
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INDIGENOUS BANKING EXPANSION NIGERIA 


No. 
African 
Year ending Banks Banking 
operating 
30th June, 1939 10.299 
1940 15-474 
22.592 
1942 37-789 
1944 106.325 
1945 138.814 
1946 172.965 
1947 (c) 232.111 (d) 
1948 
1949 (c) 
1950 (c) (c) 
1951 (f) 1,570.000 (e) 


(a) Column excludes eleven companies registered banks 
not yet effective operation. these ten were registered bet- 
ween August 1951 and February 1952. 

(b) Column also excludes the Nigerian Penny Bank which 
was established 1945, but which went into liquidation before 
attaining any size. 

(c) Details for these years are lacking. 

(d) Figure for National Bank Nigeria only. 

Estimated total deposits December 1951 the 
following African banks: 

National Bank Nigeria. 

African Continental Bank. 

Nigerian Farmers’ and Commercial 
Standard Bank Nigeria. 

Pan Nigerian Bank. 


(f) Distributed between banks follows (including Head 


(g). One bank maintains office London. 


they offered rates interest rising 
time deposits, but they have conducted inten- 
sive press campaigns designed attract de- 
positors; addition they have utilised the 
prestige important chiefs, and made explicit 
appeals nationalist sentiment. The pheno- 
menal rise deposits measure the suc- 
cess such unorthodox tactics. African bank- 
ers have, moreover, shown themselves fully pre- 
pared accept accounts which the average 
deposit small and the number transac- 
tions high. Tactics such these can, course, 
only adopted bank costs are sufficiently 
low yields sufficiently high make them 
worth while. 
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That bank costs per branch are low may 
inferred from the fact that the existing in- 
digenous banks maintain over sixty offices 
Nigeria total deposits less than mil- 
lions (67). The main source income for the 
banks differs from that the British concerns. 
The latter, have seen, rely large meas- 
ure commissions earned the transfer 
funds. The former derive the bulk their 
income from their advances African 
business men. 


That African banks possess the first three 
these cannot doubt. Whether they 
possess the fourth, time alone can tell. view 
the fact that their executives are African 
and are therefore close social contact with 
their clients is, however, least arguable 
that they are better placed this respect than 
the British banks. 

Not altogether surprisingly view the 
necessity offering comparatively attractive 
rates depositors, the risky nature many 


NATIONAL BANK NIGERIA: 1947-1951 


(as 3oth June each year) 


General 
Reserves 


Deposits and 


Paid Capital other Accounts 


1947 26.71 
1948 35-44 
1949 37-41 
1950 38.05 
1951 38.22 


232.11 
286.25 
328.30 
379-57 
870.54 


Notes: All percentages are Column 


VII 


Loans, Advances 
and Other 
Accounts. 


British and Nige- 
Cash rian Government 
Securities. 


Other 
Investments. 


£.000s. 


180.72 77.9 
203.62 71.1 
223-43 67.2 
291.59 78.3 
762.17 87.7 


The table excludes Bills for Dividends Equalisation Account», Dividend Account» and Premises 


Figures have been rounded nearest 10. 


Source: Annual Balance Sheets. 


Successful lending Africans requires four 
attributes the part the banks: 


(a) willingness undertake relatively 
risky credit operations (68); 


(b) willingness grant small advances; 


(c) willingness accept the available 
forms collateral; 


(d) capacity assess the merits indi- 
vidual African borrowers. 


(67) One bank currently maintaining offices (including 
one London) total deposit liabilities under 400,000 
and paid capital below 14,000. Bank costs, however, 
are only low when considered relation the number 
branches. relation the volume deposits they are high 
and the banks can only operate the basis high average 
yield their asset portfolios. 

(68) The Gold Coast Report remarks that unduly high 
risk involved the granting credit the Colony 
para. 122. This statement amply confirmed the Chairman 
and Managing Director the Nigerian Farmers’ and Com- 
mercial Bank, who stated: 

Whenever give certain type traders overdrafts 
are constant fear their prospects repayment (Daily 
Times, Lagos, October, 1951). 


loans, and the dependence the banks 
advances source income, the charges 
made for accommodation are relatively high 
compared those the British banks and 
advances, whole, form far larger 
portion total assets (69). The second con- 
dition well illustrated the following 
figures relating the National Bank 
Nigeria. 

Table VII not only shows the dependence 
the National Bank advances African 
business men but emphasises the manner 
which the policy indigenous banking insti- 
tutions differs from that the existing British 
banks. This particularly obvious regard 
the National Bank’s holding 
overseas assets. 


(69) African banks are usually fully loaned up; conse- 
quence their advances total supply determined, while that 
the British banks demand determined. The most common 
rate for overdrafts appears for loans mortgage 
this rises 


7.50| 41.45 16.2 39.80 15-5 0.8 
2.2 87.03 26.5 39.80 3.34 1.0 
2.0 50.99 39.80 10.7 6.68 1.8 


There space give detailed account 
the lending operations African banks 
their advances distribution. Nor pos- 
sible this paper discuss the more disquiet- 
ing aspects African banking expansion (70). 
That these exist can inferred from the tables 
and the early history indigenous banking 
systems other underdeveloped territories. 
These considerations are, indeed, not germane 
our present purposes which are: first, 
give short description the type institut- 
ions Africans have developed meet the needs 
indigenous enterprise for short and medium 
term finance (71); and second, stress the 
magnitude the gap which separates them 
from the British colonial banks. 


12. The Present Banking Situation Nigeria. 


The rise group African banks 
Nigeria means that the territory danger 
developing two banking each 
which has its distinctive advantages and de- 
fects, and obtaining full benefits from neither. 

The British system designed serve 
restricted community, has, the past, brought 
the territory many important benefits. 
have already touched upon its services mo- 
netary management and its role 
hastening the disappearance barter and the 
emergence monetary economy. far, 
however, have paid little attention what 
perhaps its most important gift: banking 
stability. 

Financial stability is, course, funda- 
mental condition for successful banking. 
There can doubt that both British con- 
cerns possess it, not only virtue their own 
asset distribution, their close contact with the 
London money market and hence, indirectly, 
with the Bank England, but also through 
their associations with powerful British clear- 
ing banks. This, together with the economies 
cash holdings which can obtained through 
the facilities the London money market (72), 


(70) Some these are discussed paper quoted above, 
Rote (66). 

(71) African banks, particularly the National Bank Ni- 
comparatively large business providing medium 
term (1-4 years) finance against mortgages. 

(72) Nigerian economic activity is, course, markedly 
the banks were unable invest resources for 
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and the high standard banking services 
provided, constitute the major contemporary 
benefits from the London connections the 
banks. 

There is, however, less beneficient side 
the London influences. British banking theory 
involves the restriction commercial banks’ 
lending activities the provision short term 
finance (73). This view may well adapted 
the needs country which the money 
and capital markets are highly specialised. 
less easy regard applicable ter- 
ritories such Nigeria which capital 
market exists and which the commercial 
banking system provides the only institutional 
method capital mobilisation 
bution (74). 

Moreover, the very virtues the British 
banks, particular their cautious approach 
lending may, some measure, constitute 
defect the Nigerian setting. Underdevelop- 
territories not Want Wild cat banks. 
They do, however, want banks which will 
lend persons who have ability but lack col- 
lateral (75). Enterprise colonial and back- 
ward territories inevitably risky. The finance 
small African enterprises Nigeria par- 
ticularly so. doubtful whether British 
banks with their high standards can make 
major contribution this field. They may, 
fact, ill adapted the. needs the ter- 
ritory the more immediate future. This 
particularly probable if, arguable, the 
most pressing need encourage domestic 
capital formation through African enterprise 
and accelerate the development the internal 
market. Commercial banks which, like the 
two large British concerns, display marked 
inclination invest resources abroad cannot 


short periods London this fact would involve them the 
retention surplus cash between (say) March and October, and 
thus materially raise their costs. Unfortunately, when London 
bill rates are low, the Currency Board transfer charge denies 
the banks the use the London market between seasons. 

(73) Cf. Studies Financial Organisation, 
particularly pp. 81-83. 

(74) That apart from the money lenders, some whom 
probably accept loans from individuals. The remaining savings 
institution, the Post Office Savings Bank, invests the bulk 
its funds London. whether such banking specialisation 
justified, consult: U.N.O. Domestic Finance Economic 
Development 


(75) R.S. Money and Banking, 2nd edition, 
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expected make any important contri- 
bution this process (76). 

many ways possible regard the 
African banks better adapted Nigerian 
needs. Their willingness lend those who 
lack collateral but possess ability 
doubt. Nor the aggressiveness with which 
they pursue domestic savings. The fact that 
the standard the services which they pro- 
vide is, general, good deal lower than 
those the British banks not, present, 
major defect since the bulk their customers 
not feel any deprivation result. What 
is, however, fundamental importance their 
possible lack financial stability. 

Nigeria thus has group banks which 
can regarded wholly satisfactory. The 
banking system whole exhibits para- 
doxical and potentially dangerous dichotomy. 
One group banks possesses ample reserves, 
highly skilled executives, and long experience. 
maintains, however, restricted branch sys- 
tem, provides finance only for the most res- 
pectable and conventional borrowers, and tends 
engage capital export. The other group 
banks lacks capital, controls small volume 


deposits, specialises the finance relati- 
vely risky undertakings, and has contact 
with lender last resort. There can little 
doubt that the result not only maldis- 
tribution finance but also dangerous dis- 


tribution risks. the field economic 
policy, therefore, the present Nigerian situat- 
ion offers something challenge. The cen- 
tral problem, that effecting financial adap- 
tation, remains essentially the same once 
was Ceylon and is, the moment, the 
Gold Coast. differs, however, form. 
the Gold Coast the need for the establish- 
ment institution capable meeting in- 
digenous demands. Nigeria, for action 
which will ensure the stability the existing 
African banks (77), encourage their develop- 
ment, and promote the integration the bank- 
ing system whole. 


(76) The new Central Bank Ceylon has taken powers 
check this process. See Ceylon Sessional Paper XIV 1949, 
para. and Monetary Law Act, No. 1949. 

(77) banking ordinance has recently been enacted giving 
the Financial Secretary certain powers over banks, and designed 
achieve this object. resulted from unpublished Report 
official the Bank England. 


13. Summary and Conclusions. 


The purpose this paper was illustrate, 
terms Nigeria, the process financial 
evolution colonial territories. 

it, have attempted show the main 
developments which have taken place the 
currency and banking mechanism since the 
very early days which the use British 
token silver currency began displace the 
older method trade barter. 

have argued that the benefits provided 
the pre-war system based upon the West 
African Currency Board and buttressed the 
services made available the two British co- 
lonial banks were very real, but that the system 
was limited its scope and designed primarily 
satisfy the needs expatriate enterprise. 
have shown, moreover, that such system 
only appropriate colonial territories 
particular stage economic and political de- 
velopment, and illustrated the examples 
Ceylon and the Gold Coast both this and the 
type stresses and strains which are likely 
felt when economic and political nationalism 
begin make themselves apparent among the 
indigenous population (78). 

Little explicit attention has been paid the 
role the banking system promoting 
nomic development. The importance this 
has, however, been implicit our argument 
that the main economic reason for regarding 
banking evolution desirable lies the need 
maximise the flow domestic savings into 
domestic investment (79). 

Perhaps the major omission has been the 
failure consider any detail the problems 
connected with further financial evolution. 
particular, there has been discussion the 
central banking issue, which has lately been 
raised both Nigeria and the Gold coast (80). 


(78) This process has not always been confined territories 
with plural societies. Cf. the activities and arguments 
Mr. and the torpedo Australia and 
the early history the Commonwealth Bank. 
Government Bank, L.C. Jauncey). 

(79) this question there growing body literature 
mainly coming from bodies. Cf. U.N.O. Do- 
mestic Financing Economic Development and the 
E.C.A.F.E. document quoted above. 

(80) The Gold Coast Report contains short and inadequate 
discussion the case for central bank the Gold Coast 
(paras. 97-102). 
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This has been deliberate. The case for 
against central banking any territory needs 
considered the light the special 
conditions and needs the particular territory 
itself. Detailed examination the Nigerian 
situation would have destroyed such generality 
the paper present retains, well mak- 
ing heavy demands upon our space. One point 
this connection can, however, made. 
Colonial territories are mainly primary pro- 
ducers, heavily dependent upon exports, rely- 
ing upon imports for large part their con- 
sumption needs, and possessing comparatively 
undeveloped banking systems. Such economies 
not lend themselves easily policies design- 
stabilise income save the awkward 
methods export subsidisation stock ac- 
cumulation. Nor, since the role the bank- 
ing system fluctuations unimportant, can 
much hoped for from central banking 
action designed influence the behaviour 
commercial banks and thus, indirectly, operate 
upon the flow incomes. The case for central 
banking, far exists, rests upon the 
need develop widespread system bank- 
ing offices (81) capable facilitating internal 


(81) these points, cf. E.C.A.F.E. document quoted 
earlier, particularly pp. 1-11. 


remittances and the expansion internal trad- 
ing and playing important part pro- 
moting domestic capital formation. 

That central banking will come eventually 
can hardly doubted. That when does 
must assume form far removed from the 
conventional British model equally 
vious (82). The establishment central bank 
is, after all, least part, economic mani- 
festation the growth national feeling 
territory and, practice, within the British 
Commonwealth has rarely been carried out 
the basis exclusively economic argu- 
ments (83). Since nationalism, both political 
and economic, increasing West Africa, 
the time when the Currency Board mechanism 
will replaced one more central banks 
may not far distant. This, however, does 
not detract from the interest the Board system 
has for students colonial monetary evolution, 
nor from the fact that has undoubtedly con- 
ferred benefits the territories which 
has been applied. 


(82) has not always been so. Cf. Gold Coast Report 
(paras. 97-102), where only orthodox central bank appears 
have been contemplated, and the experience the Dominions 
described Plumptre, op. Chapter VIII. 

(83) op. Chapter VI. 


STATISTICAL APPENDIX 


ITALIAN DOMESTIC PUBLIC DEBT 
(milliards lire Index Numbers, 


and others Ad- Trea- public debt 


counts jof Italy 


1947- 188 

1952 March 792 2,189 
April 789 2,191 
May 829 774 
June 829 822 2,213 
July 829 820 2,221 
August 829 2,206 


Source: Conto riassuntivo del Tesoro. 


PRINCIPAL ASSETS AND LIABILITIES THE BANK ITALY 
(amounts outsanding) Table 


1938 1949 1950 1952 
Mil- Mil- Mil- Mil- 


Assets 
Foreign 

Bank lendings the Go- 


Libilities 


(a) Government securities, advances the Treasury, advances Allied Forces account, current account with the Treasury, 
sundry credits Government account, gold deposited abroad due the State; 


(b) Mainly, advances the Italian Exchange Office for export financing; 
(c) Includes: inland bills, bills for collection, advances. 


Source: Bollettino the Bank Italy. 


100 133-5 100 

4,170 1,730.1 1,296 

8.4 2,146.4 1,608 

6,123 2,486.0 1,862 

6,860 9-0 2,811.0 2,106 

7,296 10.6 3,081.6 2,224 
7,243 3,069.1 2,290 

17.0 3,120.0 2,337 

18.0 3,106.0 2,326 

| | 
0.2 
42.6 
40.1 
13.6 
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Table 
DEPOSITS AND CURRENT ACCOUNTS ITALIAN ORDINARY BANKS AND POSTAL SAVINGS BANKS 


Current Current Percent 

liards num- liards num- liards| num- liards num- liards num- liards num- 


(a) Public Law Credit Institutes, Banks National Interest, Ordinary Credit Banks, People’s Co-operative Banks, Savings 
Banks and Pledge Banks 1st Category. 
(b) Inter-bank current accounts are excluded. 


Source: Bollettino the Bank Italy. 


DEPOSITS, CURRENT ACCOUNTS AND ASSETS ITALIAN BANKS (a) 


| 
Amounts outstanding 
Fixed deposits with the and 


Deposits and current accounts 149-4 149-9 160.2 176.8 182.6 191.6 

other Institutions 158.4 187.8 192.7 221.0 224.6 

deposits and current a/cs 

Cash and sums available sight 7-9 8.0 10.9 8.0 7.6 
Fixed deposits with the and 

other Institutions 12.5 12.1 12.4 13.7 12.7 13.8 
Government Securities 24-4 25-4 25.6 24.0 25-3 25-4 
Credits clients (c). 79-3 80.3 82.9 78.6 78.4 


data refer 365 banks (commercial and savings banks) which hold about the total deposits collected all 
tahan banks 


(b) Treasury bills and other Government securities. Nominal value. 

(c) Includes: bills hand, rediscount the Bank Italy, contangoes, advances, current accounts, credits abroad, loans reco- 
verable salaries, credits note hand, mortgage loans, current accounts with sections for special credits, non- Government secu- 
participations. 


Source: Bollettino the Bank Italy. 


Banca Nazionale del Lavoro 


NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS ITALY 


(Index Numbers, 1938=100) able 


quotations 


(a) End year month. Includes: Bank Italy notes and Treasury notes; (b) the Bank Italy; (c) Bol- 
lettino Mensile Statistica issued the the Central Institute Statistics; (d) Business Statistics Centre Florence. 


PRICES AND YIELDS ITALIAN SECURITIES MAIN CATEGORIES Table 
(annual monthly averages) 


Government Securities 


Bonds Treasury Share Securities 


Consolidated Redeemable Bills 
Price Yield Price Yield Price Yield Price Yield Price 
number per an- per an- number per an-| number per an- number per 


1948 av. 99-4 5-43 6.60 89.2 5-93 87.6 6.22 1,319.5 
101.9 6.42 87.3 6.06 89.1 6.12 1,676.2 
1951 March 102.5 6.46 85.9 6.16 88.0 6.19 1,727.8 
June 101.5 6.48 87.1 6.07 88.6 6.15 1,618.3 
September 101.7 6.33 89.8 5.89 5-98 
December 100.9 6.48 85.2 6.21 87.5 1,714.9 
1952 March 99-6 6.48 86.4 6.12 88.2 1,930.4 
June 100.9 6.25 5-75 1,872.3 
July 101.5 6.20 92.8 5-70 94-0 1,933-1 
August 101.7 6.05 94.0 5-63 95-4 1,988.8 


Source: Bollettino the Bank Italy. 


WHOLESALE PRICES GROUPS COMMODITIES 
(Index Numbers, 1938= 100) 


Foodstuffs Hides, Raw mate- 
Animal Foot- 
wear products 


Year 
month Vege- 
table 


4,821 7,289 6,689 8,318 6,603 
1951 March 6,968 6,636 8,829 6,277 
June 6,970 4,619 6,708 8,610 6,680 
Sept. 4,678 7,438 6,711 8,122 6,812 


Sept. 4,987 


Source: Bollettino Mensile Statistica. 
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Price 

3-97 

6.56 

6.16 

6.83 

6.59 

6.13 

6.57 

6.42 

6.29 

6.21 

Table 

4,878 
4,886 

4,886 


NATIONAL 


Year month 


Statistical Appendix 


INDEX LIVING COST 


1948 


| 
av. 

1950- » » 

1951 - » » 

March 
June 
September 
December 

1952 March 
June 
July 
August 
September 


Skilled workers 


Labourers 


Agriculture 


Group (a) 
Group (b) 
Group 


Year month 


1949 June 
December 


1950 June 
December 


1951 March 
June 
September 
December 


1952 March 
June 
July 
August 


Subordinate staff 
General Index Government Civil 


Categories 


Table 
stuffs othing lighting ousing iscellaneous 
4,844 6,083 6,004 2,634 377 
6,279 6,975 1,232 
6,412 7,108 3,687 1,260 5,108 
6,330 6,923 1,265 
6,587 6,347 4,009 1,576 
6,587 6,308 1,617 
WAGES AND SALARIES ITALY 
(gross retributions inclusive family allowances) 


General index 


Government Civil 


Source: Bollettino Mensile Statistica. 


Ordinary workers and semi- 


(Index Numbers, 1938= 100) 


Specialized workers 


(a) Administrative grade; (b) Executive grade; (c) Clerical grade. 
Source: Bollettino Mensile Statistica. 


UNEMPLOYMENT ITALY ECONOMIC SECTORS 


239,808 


251,524 


292,023 
321,985 
368,806 


414,885 
442,797 


Commerce Transport 


Industry 


1,034,410 
1,116,297 


1,024,305 
864,354 
919,880 
872,261 
1,051,078 
984,341 
989,762 
969,884 


and 
services 


46,352 
50,781 
51,389 
61,592 
68,567 
60,778 


22,477 
21,257 
17,978 
19,499 
23,362 
24,667 
22,427 
28,626 
27,014 
26,763 
26,185 


(a) Included employees beginning from March 1951. 
(b) Since March 1951 credit and insurance unemployed are included. 
Ministry Labour, Statistiche del Lavoro. 


Credit 


Unskilled 
cations 


378,288 
492,391 
470,618 
483,108 
481,227 
447,800 
438,578 


Employees 


92,454 
71,867 
76,176 (b) 
83,250 
82,612 
84,992 
91,566 


92,426 


august 


Total 


1,815,768 
2,055,606 


1,672,849 
2,069,809 


1,790,412 
1,903,961 
1,878,468 
2,094,158 


2,236,234 
2,031,708 
2,062,213 
2,041,912 


(a. av. 
1947=100) 
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951 
march june july september 
5,616 6,168 6.420 6,420 6,428 
5,607 6,182 6,507 6,812 7,117 7,119 
6,578 6,752 6,789 6,822 6,854 6,916 
Table 
573 102.2 
(a) 92.7 
(a) 
(a) 101.8 
(a) 101.6 
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ITALIAN INDUSTRIAL PRODUCTION INDEXES (a) 
(unadjusted, 1938= 100) 


Manufactures 


micals 


1950 116 134 160 
131 139 186 
137 131 130 186 
135 127 160 194 
154 140 136 205 
August 116 132 107 118 183 
September 150 159 144 149 195 


(a) the problem index numbers Italian industrial production, see this Review, No. 16, January-March 1951; 
Note the Index Numbers Italian Industrial Production, pag. 34: and National Income, Consumption and 
Investments Italy, ibid., pag. 


ITALIAN CONSUMPTION SOLID AND LIQUID FUELS, ELECTRIC ENERGY AND NATURAL GAS 
(bituminous coal equivalent thous. metric tons monthly averages) Table 


827 76.5 84.0 81.5 
78.2 76.6 84.6 82.2 


| 


| 
Coal and lignite 
504 135-8 152.2 186.7 188.9 


Domestic 


Petroleum products (import.) 
Electric energy 


Domestic 
Imported 


Total (domestic and imported) 


1,012 102,8 129.8 157-9 163.1 
1,001 113.8 180.6 


2,389 101.8 116.4 134.2 142.6 


(a) the basis the first eight months. 
Source: Special Mission Italy. 


EXCHANGE RATES ITALY 
(Italian lire for one unit foreign currencies) 


Italcambi buying rate Clearing exchange rates 


Annual monthly 


Pound Swiss Swiss Belgian Swedish Norwe- Danish Dutch German 
averages 


1950 annual 

1951 annual 


87.38 90.46 164.41 148.77 


Source: Bollettino the Bank Italy. 


87.48 90.46 164.44 
87.48 90.46 164.44 
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CAPITAL, SHARE 


Finmare Soc. 


Statistical Appendix 


Companies 


Financial Insurance 
Finanz. Marittima 


Strade Ferrate Meridionali (Bastogi) 


Soc. Torinese Eserc. Telefonici 


Pirelli 


Assicurazioni Generali 
Riunione Adriatica Sicurta 


Snia Viscosa 


Textiles 


Chatillon Soc. Ital. Fibre 
Linificio Canapificio Nazionale 
Cotonificio Vittorio 

Cucirini Cantoni Coats 

Cotonificio Cantoni 

Lanificio Rossi 


Minerals, Metals and Engineering 


Monte Amiata 


Stabilimento del 


Finsider ACB. 


Ilva Alti Forni Italia 


Dalmine 
Terni 


Societa Edison 


Public Utilities 


Soc. Idroelettrica Piemonte 


Vizzola Soc. Lombarda Distr. Elettrica 


Soc. Elettrica Selt Valdarno 

Soc. Romana Elettricita 

Soc. Telefonica Tirrena Serie 
Soc. Telefonica Tirrena Serie 


Foodstuffs 


Eridania Zuccherifici Nazionali 
Soc. Italiana Industria Zuccheri 


Montecatini 


Azienda Naz. Idr. 


Chemicals 


Italiana per Gas 


Sundry 


Soc. Gen. Immobiliare 
Istituto Romano dei Beni Stabili 


Soc. per 


Azioni 


Cartiere Burgo 


(a) shares nominal value 3,000 


600 
200 


Face Capital 
(thousands 


lire) 


18,000,000 
17,500,000 
20,000,000 
9,800,000 
288,000 
8,000,000 
3,840,000 


21,000,000 
2,000,000 
3,600,000 
1,200,000 
1,500,000 
1,500,000 


1,640,000 
494,208 
18,000,000 
15,000,000 
8,000,000 
19,687.500 
36,000,000 


75,000,000 
16,000,000 
28,000,000 
15,960,000 
30,240,000 
17,420,000 
17,420,000 


9,000,000 


4,200,000 


3,300,000 
2,700,000 


56,000,000 
7,200,000 
14,850,000 


6,867,500 
4,098,300 
14,400,000 
4,000,000 
4,800,000 


Nominal 
value 
shares 


500 
1,000 
2,000 
4,000 

100 
4,000 
2,000 


1,200 
1,000 

500 
1,000 
1,000 


1,000 
2,000 
4,000 


1,000 


Last Dividend 


Date 
payment 


23. 6.52 


N 
N 


wv 


| 


- 


Price 
shares 
dend 


1952 
(lire) 


20,025 


1,091 
167.75 


1,215 


444 
7,220 
1,225 
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Table 


PRICES, AND DIVIDENDS SOME ITALIAN COMPANIES QUOTED STOCK EXCHANGES 


Percen- 
tage 


price 
Sept. 30, 
1952 


1,200 84- 1,273 6.60 
2,000 160 2,920 5-48 
1,000 75- 1,090 
175- 2,780 6.29 


Banca Nazionale del Lavoro 


CAPITALISATION INDEXES SOME ITALIAN COMPANIES QUOTAD STOCK EXCHANGE (*) 
(capital value lira invested 1938) 


Companies Jan- Febr. April May June July 
nuary 
1952 1952 1952 1952 1952 1952 1952 1952 
Financial and Insurance 
Textiles 
Minerals, Metals and Engineering 
} | 
Public 
| | 
Foodstuffs 


| 
Chemicals 
| | 

Sundry 


(*) The index capitalisation represents the capital the end given period, one lira invested 
and obtained the following formula: No, which Pt=the price, the time the security 
Nt=the number shares held the owning shares time, purchesed the price Po, who has 
each occasion reinvested the value (at the price the first day option) his bonus cash shares the same security, wel 
any repayments capital and other proceeds accrueing him from the ownership the said shares, dividens excluded. 


Source: Bollettino the Central Institute Statistics. 
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BANCA NAZIONALE LWORO 


BRANCHES ITALY 


Brunico Schio 


Merano Verona 
Bolzano Vicenza 
Trento Udine 
Brescia Gorizia 
Bergamo Mestre 
Como Venezia 

Vercelli 
Corteolona 


Torino 
Voghera 
Cuneo 

Caste! 
Savona 
Genova 
Piacenza 
Parma 

Reggio Emilia 
Carrara 
Modena 


Cattolica 
Pesaro 


Bened. del Tronto 
Fabriano 
Ascoli Piceno 


Pescara 


Chieti 

Teramo 
Grosseto Sulmona 
Civitavecchia Foligno 
Cagliari Crotone 
Corigliano 
Benevento Perugia 
Frattamaggiore Cosenze 
Rosarno 
Nola Reggio 
Salerno 


DEPENDENCIES ABROAD 


Representative NEW YORK Wall Street LONDON 54, Threadneedle Street 
PARIS Rue Paix FRANKFURT a/M Eschersheimer Landstrasse 


Branch Spain: MADRID Calle Principe, 


